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Seena Perunal Carrington

Thank you all for joining us and I welcone you to the fourth and
final day of the division’s public hearings on health care cost
trends. I don’t know about you, but 1°m breathing a sigh of
relief that it’s almost over -- one more day to go. So I’m
Seena Perumal Carrington, Acting Comm ssioner of the D vision of
Health care Finance and Policy and chair of these hearings. I°m
joined today by Assistant Attorney Ceneral Lois Johnson. As |
was thinking about ny remarks this norning, | decided that |
wanted to begin by explaining why we chose this structure, this
format, and these topics. When the division held its health
care cost trend hearings in 2010, it was our first year. The
hearings were neant to be table setting and we were thrilled
just to have every participant note a sense of wurgency in
containing costs. Well, that urgency obviously hasn’t
diminished any and we wouldn’t have been satisfied to simply
repeat the sanme format as last year, nor could we ignore the
fact that the governor has boldly proposed conprehensive changes
to the health care delivery system \Wiile his bill quickly gets

summarized as paynent reform or delivery system reform it



obviously goes nuch further and it addresses many of the
chal  enges confronting us from variation in provider prices to
paynment nethodology to health resource planning to the need for
i ntegration. And so we decided to use these hearings to exam ne
each of those topics. We didn’t ask you to respond to the
governor’s bill because we weren’t interested in debating the
nerits of the |anguage or using panel discussions to wordsmth.
Sonmehow, | trust that many of you are already engaging in those
efforts privately. Rat her, we wanted to know if you agree that
an issue is a challenge -- whether you agree, actions need to be
taki ng, and whether you have a suggestion for a solution. So
now, with three days behind us, | wanted to reflect on sone of
what we heard. M teamand | will be replaying this video many
times over the comng weeks to develop a final report wth
recormendations to the legislature, but | wanted to share ny
prelimnary thoughts. | do this now instead of |ater because if

you’re anything like me, by 5 PM, the last thing you want to do

is hear long closing renmarks. So sonme panels worked out well
and others less so. Those who know ne well know that | can be
demandi ng and that | have very high expectations, but if we are

to ever make progress in containing costs, we can’t sit around
and pat ourselves on the back. W have to be honest about what
was said and if we progressed at all. So on Monday, the

analysis fromthe D vision of Health Care Finance and Policy and
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the Ofice of the Attorney General highlighted the continuing
rise in health care costs and sonme of the factors that may
underlie its growh. Both of our offices are conmtted to
continue to nonitor the health care delivery system And as we
nove forward wth cost containnent strategies, we need to know
where we began to know if we succeeded. W need to identify
potential issues and publicly address these challenges before
they becone permanent roadblocks and hopefully we at the
Division, we have demonstrated time and time again that we’re
not interested in playing favorites or towing a certain |ine.
Rat her, we want data, we want transparency, and we want to be
objective. 1°m proud of the role that the agency plays. 1 know
we have the necessary expertise and experience and | |look to the
| egislature to expand and enhance the Division’s role in its
final |egislation. On Monday, we also heard from key state
officials, notably Governor Patrick, Chairman Moore, Chairnman
Wal sh, and Chairman Sanchez. All four noted the urgency of

taking action now and conveyed their commtnent to devel oping

strategies that would lead to lasting neaningful change. So
Monday overall, a little data heavy, a little speech heavy, but
overall strong. So let’s turn to Tuesday. We shifted our

focus to the wide variation in prices paid to providers for the
sanme services. In the first panel discussion, there was near

uni versal agreenent that the extent of price variation reflected
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on healthy inbalance in the health care nmarketplace that nerits
I mmedi at e governnment intervention. Wiile getting four of those
five individuals to agree to such action was significant enough.
We unfortunately weren’t able to determine what exactly that
I ntervention should be. | hope we can continue that conversation
in the recently convened Special Conmm ssion on Provider Price
Reform In the second panel, there was universal agreenent that
transparency alone wasn’t sufficient to inpact utilization
patterns. Rat her, panelists generally wanted to continue
pronmoting insurance product options that direct <care to
efficient, |lowcost providers such as [Sellet? 4:18] and tiered
network products. However, besides paying lip service to
concepts such as consumer engagenent and education, we never
tal ked about who bears responsibility for those functions or
where the necessary investnments wll cone from I nterestingly,
this panel, mai nly conposed  of purchasers and consumner
advocates, was nore divided on the role of governnent and also
whet her governnent intervention was needed to reduce price
variation, even in the face of escalating health care costs,
that there seens to just be so many different perspectives on
sort of market innovation and progress versus government
intervention and regulation. So on Tuesday overall, we nade
fairly significant progress, but we didn”t answer the specifics.

But perhaps, 1°m just being too hard on us, because that might
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be too nmuch to ask for in an hour and a half. So on Wadnesday,
we turned to paynent nethodol ogies and all the panelists in the
norning agreed that we need to realign to pronote an integrated
delivery system that rewards quality, cost-effectiveness,
patient center care provided in the nost appropriate settings.
In fact, the group unaninously agreed that in five to seven
years, global paynments should be the predom nant nethod of
payment in the Comonwealth. They also noted a nunber of
different challenges confronting us, as we transition to globa
paynments, such as the managenent of performance risk and the
need for oversight, but couldn”t once again agree on the role of
government and market and addressing or renoving those issues.
Interestingly, this panel overwhelmngly touted the benefits of
transparency, not to change consuner behavior, but rather to
i ncrease provider and payer accountability. Addi tionally, they
agreed that paynent reform was necessary, but not sufficient,
and so similar to the Governor and the Attorney General’s
office, the panelists echoed the call for nore conprehensive
changes. In the afternoon, we discussed health resource
pl anning. Panelists agreed that we should better |everage
existing services to neet current and future demands. Panelists
noted the investnents that are going to be needed in
infrastructure, 1T, workforce public health, et cetera, but we

failed to discuss how those investnents can be cost neutral. W



also didn’t go into the details on how certain groups adjust to
a new integrated delivery system or as traditional roles may
becone outdated and new needs wll becone apparent. W also
avoided the challenging question of whether excess capacity
exists in the system now and if it does, what we do about it.
But at |east we agree health resource planning is needed and |
guess that’s progress. So on Wdnesday, we started strong, but
the tenple faded and we ended w thout clear direction. So
today, we’re going to turn to yet another challenge 1iIn the
health care delivery system and that’s the need for integration
in care coordination. We’re going to start with the presentation
of analytical findings fromthe D vision of Health Care Finance
and Policy. We’re specifically going to 1look at new 2009
anal ysis on preventable hospitalizations or avoidable ED visits
and potentially preventable readmissions. We’re then going to
hear from the Ofice of the Attorney Ceneral on the challenges
here for our nation as well. Next, we wll hear expert wtness
testinmony from Doctor Jody Gttell, Professor of Managenent at
Brandeis University’s Heller School for Social Policy and
Managenent. We’re going to conclude this session with a response
panel of various stakeholders. | urge the panelists to be honest
and direct, because those types of discussions are nost
fruitful. And after a short 30 minute lunch break, we’re going

to reconvene pronptly at 1:15. But this tine, instead of



discussing challenges, we’re going to turn the conversation to
solutions. We’re going to hear expert witnhess testimony from
Doctor Paul G nsburg, President of the Center for Studying
Health System Change and he’s going to discuss the potential
roles for governnent and market and reducing costs. That seens
to be the theme that we never could agree on, and so we’re
actually going to address it, and we’re going to hear the
t houghts of a response panel. Simlar to the other days, there
are index cards available in your folder. Please wite any
guestions that you may have for panelists and give them to
menbers of the team who are going to be wal king around. At the
end of each panel, the noderator wll ask some of these
submitted questions. Additionally, today there’s an opportunity
for any of you who’s interested to provide brief coments.
There’s a signup sheet out front at the registration table and
i f you have thoughts on sone of the areas where | noted we fell
short, please share it either today or in witten coments to
the agency. Your insights are going to help us develop a finer
report with recommendations to provide to the legislature. And
so at this time, 1°d like to invite Stacey Eccleston, Assistant
Comm ssioner for Health Research and Policy, to speak. Thank

you, Stacey.



St acey Eccl eston

Thank you. So we’ve heard throughout these hearings and we’ll
i kely hear nore today about the inportance of care coordination
in not only inproving health outcones, but also potentially
saving costs in the system So today, what we want to do, what
this presentation will do, we’ll describe factors that are
associated with three indicators that m ght suggest the need for
better care coordination. The first is potentially preventable
hospitalizations, then potentially preventable readm ssions, and
then avoidable ED visits. We’ll take a look and assess the
potential savings that are associated with each of these and
then we’ll also describe some results of some recent community
health center efforts that were ained at reducing avoi dable ED
visits and see what those results were. So why do we want to
take a look at these things? Well, first is, avoidable ED
visits and preventable hospitalizations can tell us about
pot enti al barriers to accessing appropriate care in the
comunity and mght point to the need for better coordination.
Differences in ED use and preventable hospitalizations that we
see across, you know, different geographic areas or wthin
different ethnic or racial ethnicities, or other socioeconomc
factors, can really tell us about the needs for better care

coordination for certain segnents of the popul ation. Avoi dable
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EDUs and preventable hospitalizations certainly lead to excess
costs and therefore present opportunities for savings in the
system And greater enphasis on primary care patient center
nodel s m ght help to reduce avoidable ED visits and preventable
hospitalizations and then help mtigate that cost over tinme. So
what are these? So just a quick definition. Preventable
hospitalizations, and 1’1l refer to them as PHs throughout this
report, are the inpatient treatnment of conditions for which
good, ongoing outpatient care could potentially prevent the need
for that inpatient episode or for which early interventions
could prevent conplications that necessitate inpatient stays.
So a mx of both acute and chronic things, |ike hospitalizations
for asthma, diabetes, wurinary tract infections and pneunoni a.
The methods that we use sinply are the ARC prevention quality
indicators, and it’s basically a downloadable program from ARC,
and we apply it to the division’s hospital case mixed data, so
this is data that cones directly from the hospitals on their
i npatient stays. The potentially preventable readm ssions, or
PPRs as we’ll refer to them throughout, are subsequent
hospitalization after initial hospitalization, and in this case,
within 30 days after that initial hospitalization, where that
subsequent hospitalization is determned to be clinically
related to the first hospitalization. In this nethod here, we

use the three M PPR net hodol ogy, again applied to that same case
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m xed data that we get from the hospitals. The avoidable ED
visits are visits that are determned to be either non-urgent,
so care is not needed within 12 hours, there are urgent but
maybe primary-care treatable, so care was needed within 12 hours
but the care could’ve been delivered In a physician’s office, or
they’re urgent, so again care needed within 12 hours, but the
condition could’ve been prevented had a good primary care access
happened, where the <condition itself wouldnt have been
exacerbated, had that primary care been used. So here for ED
visits, we’re using the billings algorithm. Al so available as a
downl oad from ARC, but nodified by the division to account for
what are new |-CD9s over tinme, since that was devel oped. So we
wouldn”t see distortions for example iIn the trends caused by
having new |-CD9s that were falling out of the algorithm As |
mentioned, all three of these neasure were based on the hospital
discharge data set, and i1t’s for fiscal year 2009. So the costs
that are associated wth each of these three events totaled
nearly $2 billion for fiscal year 2009 alone and each nmkes up
roughly about one-third of those costs, wth the inpatient
events accounting for a bit nore because of the high costs that
are associ at ed W th i npati ent st ays. So prevent abl e
hospitalizations and preventable readm ssions accounted for 36
and 35% of total costs associated with these and the ED visits

accounted for about 29% Now we expect that a good part of these
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costs associated with these things could be realized in system
savings, but probably not all of the costs. For the ED visits
for exanple, sone portion are what we consider to be things that
could’ve been treated In a primary care office instead of the
ED, and so the elimnation or, you know, the avoidance of the
ED, would be sonmewhat offset by the costs that would be incurred
at that physician’s office, though certainly not nearly as high
as what we see in the ED. And simlarly, a rate of zero percent
for preventable hospitalizations or readmissions probably isn’t
realistic, but certainly a good chunk of that $2 billion could
be realized in systens savings. Let’s take a quick look at each
one of these slices in a little bit nore detail, starting with
the preventable hospitalizations. In here, we’re looking at the
adult population, so over 18, and of the nearly 700,000 adult
I npati ent adm ssi ons, about 12% were considered to be
potentially preventable -- that’s the blue section here,
accounting for $719 mllion in estimated costs out of the total
$8 billion in inpatient hospital costs. So what are these
conditions for which there was a hospitalization that might’ve
been avoided? They include, as | said, both acute and chronic
conditions, but nostly chronic here -- things |ike congestive
heart failure, which accounts for about 24% of the preventable
hospitalizations, while admssions for bacterial pneunoni a

account for about 19% O her conditions that are associated with
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preventable hospitalizations I ncl ude  COPD, urinary tract
i nfections, asthma, diabetes related things, and hypertension
related conditions. The good news though is that Mssachusetts
does fairly well and has | ower rates  of prevent abl e
hospitalizations when we conpare it to the rest of the nation
for at least 9 of these 12 conditions, although we see higher
rates for COPD, asthma, and UTlI, so the risk-adjusted rates per
100, 000 residents for short-term di abetes was 44 conpared to 60
per 100,000 US residents, and this is for fiscal year 2009 and
| oner for each of the diabetes” chronic conditions. And of the
total admssions for each of the pair types, the rate of
preventabl e hospitalization as a percent of total adm ssions was
hi ghest for the Medicare population. Gven the type of
conditions that we’re talking about, this is probably not too
surprising. Seven percent of all hospitalizations for private
pairs were deened potentially preventable conpared to eight
percent for Comm care and 10% for Medicaid and then 17% for
Medicare. So different payers are prevented by preventable
hospitalizations disproportionately, making the need to focus in
this area, perhaps nore urgent for the Medicare population. A
study that we did last year shows that there is geographic
differences across the state in these, as well as substanti al
differences across the different racial and ethnic categories as

well. So what about the potentially preventable readm ssions?
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For potentially preventable readm ssions, and renenber these are
readmts to a hospital within 30 days of an initial
hospitalization for something that’s directly related to that
initial hospitalization. The statew de rate was about 8.9% so
8.9% of inpatient stays resulted in sonme kind of readm ssion
within 30 days. Here, we talk about readm ssion chains, because
t here might be a series of readmissions that we’re counting and
tying to that initial adm ssion. The rate was higher for
medi cal conditions, 11% conpared to surgical conditions, which
was 8% The range across individual hospitals in this category
was from a low of 5.6% neaning the hospital with the initial
adm ssion, to a higher rate of nearly 14% but nost hospitals
fell between 8-10 for this neasure. Those were really outliers
at the extrenes. The estimted costs associated with these was
just over $7 mllion in fiscal year 2009. And unlike the
prevent abl e hospitalizations t hat we j ust | ooked at,
Massachusetts doesn’t do as well as the rest of the nation on
this particular neasure in preventing readm ssions. W have a
hi gher rate conpared to the national rates for heart attack,
heart failure, and pneunonia -- sone very comon adm ssion
types. Several service lines, and here we’re talking about the
categories of the inpatient adm ssions, had PPR rates that were
above the statewide average rate. Nearly 17% of initial

adm ssions for nyocardial infarction resulted in at |east one
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readm ssion. Simlarly, higher rates for cardiovascul ar surgery,
nephr ol ogy, hematol ogy, and psychiatry. Together, the adm ssions
for just these five service lines accounted for about $117
mllion in estimted hospital costs. Unli ke what we found for
preventable hospitalizations and avoidable ED visits as we’ll
see a minute, there’s very little variation iIn PPR rates
observed by either payer type or by geographical region, or
hospital status, such as D sh status or our teaching hospitals.
So the PPR rates were simlar across the different providers,
somewhat lower for the Medicare and Medicaid, conpared to
commercial fares. There was a little difference in PPR rates
across EMS regions, ranging from about 8.4% to 10% Rates were
| ownest for Boston metro area, and highest for western Mass. The
average PPR rate for teaching hospitals was just narginally
| ower that what we see for comunity hospitals -- about 8.6%
conpared to 9% And the average rate for disproportionate chair
hospitals was marginally lower than the average PPR rate for
non-Di sh hospitals. And now for the avoidable or preventable ED
visits, about one-half of outpatient ED visits were considered
preventable or avoidable in fiscal year 2009. Qutpatient ED
visits are those that don’t result In an inpatient admission and
those nmake up about 80% of all ED visits, so even if you
consider all of the inpatient visits to be energe in ED visits,

we’re still talking about a rate of about 40% are preventable or
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avoi dabl e. The truly energent visits nmake up about 39% so
these are injuries and traumatic injuries and diseases. Ment al
health and substance abuse, which is a separate category here,
so not included in either the energent or avoidable ED visits,
those nade up about six percent of visits and about eight
percent of ED visits were not able to be classified and this
rate of eight percent has been relatively constant over tine.
The definition of what is preventable, avoidable, is fairly
broad and it’s more than jJust something that’s not a tine
sensitive emergency. There’s three categories here. Non-
energency makes up about 22 percentage points of the 48% These
are things where the care was not required within 12 hours, so a
sore throat for a exanple is a major service in this category.
Emergent but primary-care treatable category nakes up about 20
points of the 48%. These are things that didn’t require or
rather they did require treatnent within 12 hours, but they
could’ve been treated in a primary care setting, assum ng that,
you know, a physician’s office for example, assuming that access
could be obtained. A significant category here would be infant
fevers. You know, they need to be seen, but preferably in the
pediatrician®s office. And the |l|ast category, energent but
avoi dabl e condition, nmakes up six points of the 48% These are
things that require treatment within the 12 hours, but the

urgency of the condition could’ve been avoided with better
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primary care, and these are things such as an asthma flare up,
so all of these speak to the need for better care coordination

Some good news here that we can cite is that the rate of ED
visits generally, so these are all ED visits, has been
declining, particularly recently from 2009 to 2010. Here, we’re
| ooking at the overall ED visit rate, not just the preventable
avoidable category, and since we’re looking at the overall rate,
we can go out to 2010 here. In 2010, the rate was basically
flat, even after adjusting for what is a slight population
decrease in this time period. This conpares to an annual

I ncrease of about two percent over the period from 2006-2008

So even with the influx of insured lives in this system we seem
to be adjusting in the long run. And it’s the preventable or
avoi dable visits actually that were on a decline between 2008-
2009 at least. Here, we’re showing the trend in the volume of
each of the categories of ED visits, including the nental health
category. The trend is shown indexed to 2006, so 2006 here is
equal to 100. So total ED visits, represented here by the purple
i ne, was about six percent higher in volume in 2009 than it was
conpared to 2006. The energent visits shown here in the green
were relatively flat over the entire period. The increase in the
overall ED visits rat her was driven by an increase in the
prevent abl e avoidable visits prior to the 2008 period, but not

after, and by the nental health visits particularly after 2007.
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That’s the Qline in the dark blue here. Overall, about five
percent of patients have five or nore ED visits in a 12-nonth
period, accounting for nore than 21% of the total outpatient ED
visits in a given year. So we referred to those that have nore
than five visits in a 12 nonth period as frequent users. About
six percent of patients that had an alcohol-related ED visit
were considered frequent users. The frequent alcohol-related ED
visit users had an average of 11 visits in the 12-nonth period
and accounted for about one-third of the ED visits for alcohol-
related conditions in fiscal year 2009. Wat about geographic
areas and differences there, or in this case, designated,
medi cal |y, underserved popul ations. Here we see that all but one
of these underserved population areas had a higher rate of
prevent abl e avoidable visits per 1,000 residents, conpared to
the state average of about 182 per 1,000. A nedically
underserved population is defined by the Health Resources
Services Administration, and 1it’s designated as areas with
econom c barriers or cultural -- and the economc barriers are
basically |ow incone, or cultural or linguistic access barriers
to primary care nedical services. So these areas al so have high
publ i c payer populations. In nmany cases, these higher rates here
al so coincide with higher rates for the energent visits as well,
but in every case, the proportion of all of the ED visits that

are preventable or avoidable was higher and here, our
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information was only available for 2008 rather than 2009.
You”ll notice despite being designated, a medically underserved
popul ation area, Lowell had a Ilower rate of preventable
avoi dable ED visits conpared to the rest of the state. Lowel |
also has a large and a growi ng Asian popul ation conpared to the
state average, as well as all the other |owincone areas that

are depicted in this slide. 17% conpared to about 4% across the

state -- the Asian popul ation, when we |ook at our ethnicity
data, is also associated with I|ower rates of preventable
avoi dable, as well as general ED used generally. W al so see

different rates by age. Younger adults having higher percentages
and we see different rates by race and ethnicity as well --
hi gher rates for Black and Hispanic popul ations. And again,
when we | ook at payer types for the avoid able ED visits, we see
that CommCare, Medicaid, and the wuninsured had the highest
proportion of their ED visits that were considered potentially
avoi dable and preventable, although the uninsured make up an
extrenely snmall percentage of the population here and therefore
an extrenely small percentage of the ED visits. The whol e other
category here are things |ike auto insurance, for exanple. As
you can inmagine, those are nore injury-related things, so a very
low rate of avoidable ED visits. The Medicaid popul ati on had
higher rates of avoidable ED Visits and also had relatively

hi gher proportion of frequent ED users conpared to the other
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payers here. 1t’s appropriate that diversion efforts target this
particular population. The CV5 ED diversion program was
initiated in 2008. The state received about $4.5 mllion grant
from CM5 for funding specifically to reduce use of the EDs by
nmedi cated patients for non-energency conditions. |nprove access
to urgent care at local community health centers. |nprove access
to ongoing primary care for Mass Health beneficiaries.
Education from Mass Health beneficiaries about the appropriate
uses of EDs and their comunity health centers, to detern ne
cost savings to the Massachusetts health system as a result of
diverting ED visits to comunity health centers or to primary
care and to inprove collaborative efforts between comunity
health centers and their comunity hospitals. The program was
adm ni stered by Neighborhood Health Plan, a carrier who has a
significant nmenbership base in Medicaid and a significant anmount
of patients at their various comunity health centers throughout
the state. 17 health centers participated in the program and
used various award amounts to fund initiatives in one of three
areas -- one or nore of three areas, expanded hours of
operation, so opening evening hours and/or weekend hours, expand
the capacity for wurgent care by adding additional hours and
staff during their existing hours, or even expanding physical
space and creating nedical hone |inkages that were focused on

strengthening the nedical hone concept through nurse triage
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systens and care managenent and reaching out to patients to set
themup with a primary care physician. So these are the centers
that were involved in the grant and the interventions that each
of them i npl enent ed. Most expanded on urgent care and that’s
the mddle bar here, the green bar. A few did all three
i nterventions, so expanding the hours in the orange, expanding
the urgent care and prinmary care access in the green, and
creating nedical hone |inkages here in the blue. So between the
baseline period, so the period of tinme before the intervention
was inplenented, and the intervention period itself, 12 out of
the 15 community health centers, or about 80% showed a
reduction in the proportion of total ED visits that were
considered non-energent. Overall, the average change in non-
energent ED visits for all participating CHCs was just under a
two percent drop. The biggest drop here was 8.8 percentage
point drop in the proportion of ED visits considered to be non-
energent. That center did two of the interventions. It expanded
hours and expanded urgent care and prinmary care access. The
next highest drop here, 5.9 percentage points, did the sanme two
I nterventions, but our next highest drop in the non-enmergent ED
visits, the 5.4 percentage points, only did the third
intervention, the medical home linkages. So we can’t point to
one or the other intervention as being the key to better

out cones, but it wmy be sonmething nore subtle in the
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I npl ement ati on process, but overall, a fairly good success rate.
So this |ooks at the change in non-energent or you know, not
time sensitive and treatable In a physician’s office conditions
that seek ED care. We can also |ook at two other categories that
they |ooked at, anbulatory sensitive, so anenable to primry
care, to you know, alleviate an exacerbation of a condition, and
the low acuity ED utilization, those that are just determ ned
not serious enough for treatnment in that setting. Overall, the
majority of the participating CHCs, about 53% reported a
reduction in both of these types of ED visits, between the
baseline period and the intervention period. Over 73% about 11
out of the 15, and 67% 10 out of the 15 CHCs reported
reductions in either one of the two. Only conmunity health
centers had an increase in both netrics over this tine period.
One other interesting finding here is that there didn’t appear
to be an apparent inpact on the frequent users -- renenber,
those users who had five or nore visits in a 12 nonth period.
So these changes didn°t seem to be able to impact the more
habi t ual users. So diverting all or sone of the total 22,000
patient visits reported by the participating CHCs, resulted in
savi ngs of anywhere between $1 mllion and $4.2 mllion for the
Mass health care system depending on the assunptions that you
apply. So we assune the average paynent of $316 for a Medicaid

ED visit versus the average cost of a comunity health center
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visit of $126. The nost significant savings are achieved if we
assune that all of the avoidable ED visits instead went to the
community health centers, so 4.2 million here. W see 2.1
mllion in savings if we assune half of those ED visits were
diverted to the community health center, and if one-quarter of
the visits were diverted, then about $1 mllion in savings. Now
this is just the savings that would be achieved from this one
payer at the 17 community health centers that they service. As
I mentioned, we have results from last year’s reports on our
website for the preventable hospitalizations and the avoidable
ED visits, so you can see more detail on those and we’ll be
updating those soon with additional information including 2010
and we’ll also be publishing more detail on the CMS diverging
project as well, so please visit the website if you’d like to

get nore information on that. Thank you.

Seena Perunmal Carrington

Thank you, Stacey. Now the Assistant Attorney GCeneral Lois

Johnson wi || present.
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Loi s Johnson

Good nor ni ng. My nanme is Lois Johnson. 1°m Assistant Attorney
Gener al in Attorney General Mart ha Coakley’s Health Care
Di vi si on. I’m here this morning to address the topic of
challenges in care coordination. Wth me today is Doctor John
Freedman, who provided expert assistance in our exam nation and
report. And in our examnation, we relied on information from
many providers and health plans. I just want to take this
opportunity as ny colleagues have this week to thank you for
your assistance throughout this process. This morning, we’re
going to discuss a key finding of the AGO report, which is that
a variety of provider organizations of different sizes and
structures designed around prinmary care can deliver coordinated
care with the appropriate data and resources. So first, what is
care coordination? As we all know, we do not just receive one
type of health care service from one type of health care
provider. In any given year, we may See a primary care provider

a PCP, we nmay see one or nore specialists, we my go to
hospitals for outpatient services, we my have a delivery, a
surgery, we may have tests and | abs along the way, at sone point
we nmay need home care or skilled nursing treatnment. Many believe
that a goal of delivery system reform and indeed paynent reform

Is how to inprove this care delivery so that patient care is
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better coordinated or managed across these different care
settings. For purposes of our report, we wused the term
coordinated patient care, or coordinated care, to nmean quality
care that is primary care based, nmanaged over tinme and across
settings, in a way that’s patient-centered, reflecting the best
needs of the patient and the best interest of the patient. So
the goal of care coordination is to inprove both the quality and
efficiency of care. For exanple, it would result in shared
informati on between a prinmary care provider and a specialist,
i nprove transitions of care from inpatient to outpatient
settings to avoid the hospital adm ssions and readm ssions that
St acey descri bed. As Stacey indicated, and her data shows,
there is room for inprovenent in Massachusetts and opportunity
for inprovenent as well. As policymakers consider ways to
redesi gn care, many have suggest ed account abl e care
organi zations, or ACGOs, as a new nodel of delivering coordinated
care. As Harold Miller said yesterday, everybody’s talking
about ACOs and everybody’s trying to define them. GCenerally
t hough, ACOs are provider organi zations that are responsible for
the quality and cost of care, cost of continuum of care for a
gi ven popul ation of patients. Mny think about what should ACGs
| ook I'i ke, how big should they be, how should they be organi zed

and so on. And sone envision different |levels of ACOs, whereby

certain organizational structures, |ike hospital-based systens
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or large integrated systens, are better equipped than others to
be held accountable for patient care. To | ook at some of these
guesti ons, the AGDO conducted a study of 16 provider
organi zations in Massachusetts. W |ooked at these groups to
consider how are they providing coordinated care? Wat makes
t hese providers successful? How can we neasure whether care is
wel | -coordinated at both the provider level and the systemw se
level? The goal of our examination wasn’t to show the best way
to coordinate <care. Physician experts and hospital policy
experts in the audience can do that. Qur goal was not to
showcase different providers over others or even to define an
ACO. | nstead, we sought to examne how a range of provider
groups are doing this work on the ground to |ook at available
data, to hear from the providers thenselves about their
experiences and draw some |essons for policymakers considering
system redesign. So our key finding is that health care provider
organi zati ons designed around primary care can coordi nate care
effectively one, through a variety of organizational nodels,
two, provided they have appropriate data and resources, and
three, while global paynents nay encourage care coordination,
they pose significant chall enges. This week, ny colleagues
di scussed sone of the particular challenges facing providers at
risk for global payment structures, so I’m going to focus more

on points one and two -- organizational structure and data and
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resources, but it is inportant to point out that providers face
challenges in care coordination regardless of their paynent
methods. So whether or not they’re in fee for service or for
gl obal paynent structures, they still face the same care
coordi nati on challenges. So we’re fortunate in Massachusetts, as
many have said, to have high quality physician groups across the
Commonweal th. For our analysis, we selected 16 of these provider
or gani zati ons from di fferent geogr aphi c ar eas. These
organi zations represent a range of different organizational
nodel s that we see across the state. For our analysis, we |ooked
at four key aspects of these organizational nodels -- size,
scope of services, clinical structure, and corporate structure.
And in our group of 16 providers, the size varied considerably,
from the smallest group of 23 physicians to a large group of
over 5400 physicians, and many sizes in-between. W al so | ooked
-- to conpare size, we |ooked at the conparative size based on
the nunber of nenber nonths each provider group had wth
particular insurers. So in one insurer network for exanple, the
| argest of our group had 30 tinmes the nunber of nenber nonths as
the smallest group, so a wide range of sizes. In terns of scope
of services, we |ooked at the type of services offered in-house
Wi thin each provider organization, whether it was PCP only, PCP
plus specialists, added pharmacy or ancillary services -- we

| ooked at organizations that included not only physician
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services, but acute and sub-acute facilities and hone care, et
cetera. For clinical structure, we learned that «clinica
rel ati onshi ps of provider groups are conplex, that they vary
over time, and can even vary by contract with different payers.
For purposes of looking at clinical structure here, we
considered generally whether the organization was physician-
based or primarily hospital-based. Physi ci an- based groups

included a PCP only practice, the nulti-specialty practices,

i ndependent practice associates or |PAs. Hospi t al - based groups
i ncluded physician hospital organi zations or  PHGs, | ar ge
networ ks  that were |linked to  hospitals either through
contracting or owner shi p. In cor porate structure, we

di stingui shed between groups who were integrated health systens,
those who had corporate ownership over physician networks and
multiple hospitals and other facilities and a few of those
exanples were in our 16 provider cohort. So we found that no one
size or shape fits all in ternms of which type of provider
organi zation is better positioned to deliver coordinated care --
no preferred ACO nodel. We found each of the 16 groups perforned
well on neasures of physician quality. Each scored above the
nati onal average of the HED S neasure set, the NCQA neasure set
that Doctor John Freednman will describe and their organi zati onal
structure was not a factor in the differences in overall quality

or in how well those groups provided coordinated care. W found
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that providers across the spectrum of size in organizational
nodel use a variety of systenms to nmnage care, with
infrastructure tailored to the unique nature of their
or gani zat i on. Coordi nated care, we found, can be delivered in
both physician-based or hospital-based practices, incorporate
the integrated groups in small and | arge groups. Consider a PHO
for exanple in a nulti-specialty practice. Wile the PHO
physicians have a direct relationship with the hospital wth
whom they contract, the nmulti-specialty practice refers patients
to a nunber of preferred hospitals, with whom it maintains
cl i nical integration arrangenents. | PAs which conprise a
menbership of many independent and solo practices, may be
i ndependent from but closely assign with a particular hospital.
| PAs use physician participation agreements to inplenent
standards and systens across their organization, |ike EWVMR and
shared data warehouses across those solo practitioners and snal

practices to integrate care. So while one mght expect that
| arger groups are those affiliated with hospitals or owned by
health systens with nore resources would have nore systens in
pl ace to coordinate care, we found, |ike many other researchers,
that corporate integration is not the sane as clinica

integration. Wile a large system nay indeed have nore
resources, they may not have been dedicating those resources

explicitly to care coordination across the enterprise. W found
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for exanple that sonme integrated health systens are only
recently making those investnents. For exanple, a large
integrated systemrecently made an investnent of $100 million in
IT to deploy that across the enterprise, while sonme smaller |PAs
have had wunified EMR for sone tine. And while there nmay
advant ages and di sadvantages to different nodels, sone of which
are described in our report, we found that a variety of provider
organi zations can and are inplenenting systens to provide
coordi nated care. So is one nodel at doing this than others?
And based on the data that we reviewed, the answer is no. To
conduct our analysis, we |ooked at neasures of care coordination
and we Tfound that there’s no single nationally recognized
nmeasure of care coordination. As Doctor Freedman w || descri be,
we identified a subset of physician HEDS neasures as a good
I ndi cat or of care coordi nati on. These measur es assess
performance on particular conditions for which care mnust be
provided across tine and across settings. For exanpl e,
conprehensi ve diabetes care was one of the neasures we | ooked
at. Based on our review, we saw no evidence that |arger groups
perfornmed consistently better or worse than other groups on
these care coordination neasures. Likewi se, no evidence that
corporately integrated health systens perfornmed better or worse
than other groups and no evidence that hospital-based groups

perforned better or worse than physician groups on a consistent
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basis. A challenge comon to all of these provider groups
studied is the difficulty of managing care of patients who
choose to receive sone or part of that care outside of that
provider’s own organization, described by some of these hearings
as out magration or |eakage. Qur analysis of referral patterns
shows that all provider groups can experience |eakage of a
significant proportion of their care. For exanple, analysis of
health plan data showed out mgration of 55 to 65% in revenue
turns in adult inpatient adm ssions for two PHOs that we | ooked
at . This raises the issue of insurance product design and the
I nportance of primary care to nmanage referrals and to maxi m ze
these care management systems and 1’11 turn to that next. So
while our analysis showed that no one nodel is better than
others, providers of all types told us that three tools were
essential to p providing coordinated care. One was primary care
providers. Two, care nanagenent infrastructure. And three, data.
The first element is primary care providers. You’ve heard
t hroughout these hearings that primary care providers have a
central role to play in providing care coordination. Severa

providers nake this point el oquently in their pre-file
testinony, which | encourage you to read. Yet we found that
popul ar insurance products in the market did not necessarily
support this nodel. In an HMO product, nenbers select a PCP who

manages patient referrals to different providers, and tracks
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i nportant information about their care. Wth that referral
authority, that PCP can refer patients to |ower cost, high
quality providers, and take advantage of inportant clinical
affiliations and that care managenent infrastructure they worked
so hard to build. Wth information about your hospitalization
and test results for exanple, your PCP can nonitor your recovery
and make sure you keep healthy after you discharge. In contrast,
menbers in PPO plans are not required to select a PCP who has
that sanme authority and information to nmanage your care
appropriately. If you’re in a PPO product, your doctor may not
even know you were hospitalized. As a result, these PPO products
present significant challenges in inproving care coordination.
And why is this a concern? Well PPO nenbership is grow ng.
Currently 42% of the nenbership in our largest three health
plans are in PPO products and this is grow ng. Over the past
five years, 400,000 |ives have noved from HMO to PPO products.
So even as we’re trying to encourage the system to more
coordinated care and find that providers are investing in care
coordination infrastructure, the market 1is noving in the
opposite direction. The second key piece is care nmanagenent
I nfrastructure. Care coordination is not an automatic byproduct
of global paynents. Providers told us that effective care
coordination requires noney, tine, and effort to build care

managenent infrastructure, whether they’re paid on a fee per

31



service basis or globally paid basis. The providers we studied,
as | said, use different approaches and the anobunt and type of
their infrastructure differed subject to their available
resources. Health plan support care managenment infrastructure in
their fee for service or global paynents. Providers did tell us
that infrastructure is needed to support three nmain and
interrelated functions -- patient care management, whether 1iIt’s
clinical staff and nedical nmanagenent program efforts, to
physi cian engagenent and quality inprovenent. Goups need
systens to nmeasure and track physician quality to develop care
practice protocols and patient care pathways, to comunicate
wi th physicians and help them inprove. They need data. Wether
it’s electronic, medical, or health records, data warehouses to
anal yze clainms, to nonitor utilization of services and anal ytics
to support al | t hese. The costs of care managenent
infrastructure vary as these approaches vary, and with the scale
of enterprise we’re talking about, but we found that significant
resources are needed. Ways of accounting for these costs do vary
across provider organizations, which did [imt our ability to do
apples to apples conparisons of these costs. For exanple, sone
providers include EMR in their care coordination totals. Qhers
do not. Several providers gave us estimates of approxinmately 10
to 26 dollars per nenber per nonth being spent on care

coordination. Just to put that in perspective, a 10 dollar PMPM
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(per nenber per nonth) cost of care coordination for a provider
who has about 50,000 nenbers, totals $6 mllion per year. |If
that provider has an average global budget of $375 per nenber
per month, that’s almost three percent of their budget. |If
they’re striving to achieve a trend of about five to six
percent, that cost of care nmanagenent is about half of their
trend. An integrated delivery system as | nentioned earlier,
reported spending a hundred mllion dollars in investnent in
i ntegration and coordination care and largely for |IT depl oynent
across the enterprise, but keep in mnd that these are not
sinply one-tinme expenses or upfront costs, but these are ongoi ng
practice expenses. One large multi-specialty practice for
exanpl e, acknow edged the investnent of multiple mllions of
dollars over several years to build its <care mnagenent
infrastructure. Even now, that organization spends $11.2 mllion
annually on care coordination plus an additional $3.4 mllion
annually for its electronic health records system So while we
know that care coordination infrastructure is essential, we do
not have enough information to say how nuch spending on care
coordination infrastructure is too little, too much, or just
right. Moreover, we don’t really know the types of medical
managenent prograns that deliver the best results. W found that
providers did little return on investnent or RO analysis on

their nmedical managenment prograns. W do know that care
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coordination requires a mninmuminfrastructure and that it costs
money. The third element that’s critically important is data.
Thr oughout our exam nation, we focused on the data available to
hel p insurers and providers and how such data is used to inprove
quality care and neasure performance. W found significant
limtations in the transparency of data in the marketplace to
support care coordination. It is inportant to collect and nake
data available to anong other things, evaluate care coordination
efforts and determne which of these efforts and at what cost
deliver the best return in our investnment as a system To
further discuss the inportance of data, | wll now turn it over

to Doctor Freednman.

John Freedman

Good norning. My nane is John Freedman. | provided expert
consultation to the Attorney General’s office iIn health care
qual ity nmeasurenment through the course of this examination. [I°m
a physician, Board-certified in internal medicine, and I’ve also
earned an MBA in health systens. My first formal position in
quality measurenent and inprovenent was at Kaiser Permanente
beginning in 1993. I’ve worked In a variety of settings since

then and I°m currently Principal of Freedman Healthcare LLC, a
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firmthat consults to providers, payers, governnment entities and
others on issues of health care performance, neasurenent, and
i nprovenent. | assisted the Attorney General’s office iIn quality
analysis and performance neasurenent and its exam nation

Today, | would like to discuss our evaluation of Massachusetts
provider groups and findings that resulted. First, 1’11 outline
nmet hodol ogy of our analysis of selected provider organizations
and how they coordi nated care. Second, 1711 discuss two ways in
which data is critical -- Ffirst, to the provider’s ability to
coordinate care and secondly, to providers and policynakers to
be able to measure the system”’s success. The AGO studied 16
provi der organi zations representing a range of sizes, scope of
services, <clinical and legal organizational structures. The
groups were organized in different nodels, including a PCP only
practice, large nmulti-specialty groups, independent practice
associ ations, physician hospital organizations, and physician
networks corporately integrated wthin hospital systens. To
exanm ne the quality of Massachusetts physician groups, | sought
information that reflects performance relative to each other and
to national benchmarks. The best such neasure is NCQA the
Nat i onal Comm ttee on Quality Assur ances, Heal t hcare
Ef fectiveness Data and Information Set, HEDIS. HEDI S has been in
use for 20 years and HEDI S neasures are w dely used and accepted

within the industry. In Mssachusetts, we’re fortunate that
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Massachusetts health quality partners, MHQP, has published
physician group HEDI S performance for a nunber of years. W
obtained MHQP”’s HEDIS data for 2009, the most recent year
avail abl e, which includes 24 HEDI S process of care neasures. |
aggregated these scores into a case mx adjusted average

performance for each physician group, and then conpared them to

the national average performance on these sanme neasures. In
reviewing the data, | find that Mssachusetts physician groups
performed well overall. Only one out of 74 groups was bel ow the
nat i onal average. O the 16 provider groups that we exam ned,

all perfornmed above the national average on HEDIS. There is no
single or nationally recognized deposit neasure used to eval uate
whet her a provider has successfully coordinated patient care.
HEDIS does not explicitly measure care coordination, but for
many neasures, performance is dependent on coordinated care
across specialties and over tinme. | created a care coordination
subset of these HEDI S neasures by aggregating scores for eight
of the 24 available neasures that | judged to be nobst dependent
on care coordination. For exanple, | included colorectal cancer
screening, since it typically requires coordination between
primary care and the gastroenterologist. Br east cancer
screenings, as it requires coordination between primary care and
radi ol ogy, and long term nedication nmanagenent in depression,

since it requires at least longitudinal nonitoring by the PCP
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If not also coordination wth behavioral health specialists.
O her neasures | included were screening for cervical cancer,
yearly follow up for certain nedications (anticonvulsants, ACE
inhibitors, and angiotensin receptor blockers, as well as
diuretics), and conprehensive diabetes care, which includes

gl ycohenogl obin testing, cholesterol testing, and testing for

ki dney disease. | reviewed the performance of the 16 select
physician groups on both overall HED S neasures and care
coordination. | conpared the scores based on organi zation size,

as neasured by health plan nenber nonths, whet her the
organi zati on was physician or hospital-based, and whether the
organization’s part of the corporately integrated health system.
| found that the perfornmance of the 16 groups varied
i ndependently of these organizational characteristics. For
exanple, the largest groups anong the 16 perfornmed simlarly to
the smallest of the groups for both overall HED S and the care
coordi nati on subset. Those groups that are organized as
integrated health systens were physicians acute hospitals, sub-
acute facilities, are wthin the same corporate entity,
simlarly were not significantly different from their peers in
their performance nor was there any difference seen between
groups t hat wer e physi ci an- based ver sus hospi t al - based.
Physician group performance on quality and care coordination

nmeasures denonstrates that no one nodel of organization or size
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IS necessarily better than any other. In ny opinion, a group in
any of these nodels, whether physician-based or hospital-based
nodel , an independent practice or corporately integrated health
system coul d succeed strongly with high quality and coordi nated
care, as long as they have certain necessary resources avail able
to them There are data though that are required. Based on this
exam nation and consistent wth ny professional experience,
primary care providers are essential to the delivery of
coordi nated care and PCPs need data. PCPs need access to certain
information about their patients to best mnanage their care
across the continuum of their health conditions and health care
services provided to renedy those conditions. Even a PCP in a
practice with an advanced electronic health record would not
know, for exanple, whether her patient has filled a prescription
or seen other practitioners or received other services outside
of the practice group. Care coordination requires access to such
data which is currently limted. A though health plans collect
this data through «clains, physician groups typically only
receive information from health plans when they are in a risk-
based contract for their HMO patients. The ability of providers
to coordinate care would be greatly enhanced by access to clains
information for all of their patients. If health plans shared
all that data on wutilization and cost of services rendered,

regardl ess  of i nsurance  product, it woul d advance the
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opportunities for care coordination to result in better quality
and | ower cost care. Further, the Massachusetts all-payer clains
data set, APCD, went fully developed by the Division of Health
Care Finance and Policy, conserves an effective vehicle for the
di ssem nation of crucial health information about patients to
their PCPs. O her hel pful information and data -- based on ny
experience in health care, there are key fornms of infornmation
that would be useful to providers and should be considered by
policymakers and others to neasure systens success. First is
utilization data. Standard use rates of health care services
hel p practices track their performance and benchmark thensel ves
agai nst ot hers. Rat her than focusing on individual patients,
utilization rates enphasize the overall effectiveness and
efficiency of the practice in caring for their entire patient
popul ati on. For exanple, rates of nedical surgical hospital
adm ssions or relative wuse of enmergency departnent visits
conpared to PCP visits, and specialist visits conpared to PCP
visits, all give indications of both the expense incurred in
caring for patients and the effectiveness of that to coordinate
care. These, and other utilization rates, could be nuade
available and would serve to educate and inform practices of
opportunities to inprove their operations, to provide nore
patient-centric and effective care. In addition, such

I nformation would be inportant to policymakers in tracking the
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efforts of reform efforts generally. Second, site of service
dat a. At present, PCPS do not easily know when their patients
are obtaining care outside of the PCP’s provider organization or
preferred referral circle. Health insurers typically provide
such referral patterns or site of service data, which can
include information on the cost and volune of care going to
other providers, only to providers who are at risk. Mnaging
patient referrals is one way to help ensure high quality and
| ower cost care. Referral of site of service data can help a PCP
refer patients to Jlower cost providers and can inprove
coordination by insuring the care is provided either within the
PCP”s organization or by other organizations and provided wth
whom the PCP has a strong clinical relationship. Consuners, as
wel | as providers, should have access to transparent information
about high quality lower cost sites of care. Third, practice
pattern variation. One problem that has been identified in
health care delivery is the degree of variation in how different
providers treat simlar conditions. These practice pattern
variations arise froma |ack of standardi zation of care for many
conditions, but also from a l|lack of feedback to practitioners
about how the care they provide conpares to that of their peers.
As a result, comon conditions may be treated in very different
ways, which may result in wunnecessary variations in cost,

efficiency, and effectiveness of care delivery. Broader sharing
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of «clinical information wth analyses of practice pattern
variations deserve greater enphasis as we seek new ways to
i nprove the delivery of health care in an efficient and cost-
effective manner. |[If our health care system as a whole is
performng well, we should expect to see decreases in the
unwarranted practice pattern variations over tine. Nunber four,
quality. Enhancing value in health care requires a tracking of
both the cost and the quality of care to our citizens. 1In
particular, if coordinated patient care is our goal, we need to
devel op better neasures  of care coordination. The care
coordi nati on nmeasures subset that | created and used to anal yze
physician groups for the AGO analysis, is a reasonable indicator
of how groups are providing care across and between settings,
but we need to develop standardized neasures of care
coordination as well as apply neasures of long-term health
outcones to confirmthat our systemw de efforts are succeedi ng.
W need to track the long-term outcones of patients. That is,
avoi dance of death, avoidance of conplications and ability, and
i ncreased  physi cal and  behavi oral functioning to truly
understand what value we get from our health care dollars. W
must continue to support the science of neasurenent to nove from
process neasures to these outconme neasures and the risk
adjustnment that they require while we nove ahead with the best

nmeasures that we currently have. In summary, the AGO’s analysis

41



iIs valid and findings are sound. The data that | reviewed
supports the AGO’s finding that a variety of provider
organi zations can deliver high quality —coordinated care
regardl ess of whether they are physician or hospital-based,
corporately integrated, or of l|arger size. In ny opinion, both
primary care providers and transparent reliable data are
essential for care coordination. Finally, we should develop
addi tional neasures to neasure system perfornance. Thank you

very much for the opportunity to present this testinony.

Loi s Johnson

Thank you Doctor Freedman. So sone key takeaways based on our
anal ysis, we found that no one type of provider organization is
better positioned than others to deliver coordinated care, but
there are tools that are needed. The data we’ve seen simply does
not suggest that care coordination has to nean consolidation or
that clinical integration has to nmean corporate integration. W
should be careful about being prescriptive in delivery system
reform efforts to force integration or the formation of new,
| arger organi zations or give other incentives to providers to
size up and take advantage of enhanced market |everage to raise

prices and to perpetuate the market dysfunction we’ve described
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in our report. Nor should we limt the choices of consuners to
just a few super-sized ACCs. W should mmintain options for
consuners to go to nultiple care providers throughout the
Commonwealth of different sizes, different scope of services,
and different structures, all of whom can deliver quality
coordinated and efficient care. The tools that are needed, as
we’ve talked about primary care as a critical foundation,
resources for infrastructure and managenent are critical. W
shoul d encourage consunmers to select primary care providers and
the system should support PCPs in care coordination efforts.
Finally, the inportance of data -- data is inportant to
providers, health insurer clains data for exanple should be
wi dely avail abl e. W also need data to neasure system change.
As we consider how we want to inprove the care delivery system
to support coordinated care, we need to inprove how we neasure
performance. W need better data and netrics to help us answer
the questions of what care nmanagenent prograns have the best
RO, how much investnent is the right anobunt to inprove care

coordination in a way that delivers real value. Thank you.

Seena Perumal Carrington

Thank you Stacey, Lois, and John. [I’ve received a few questions
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from the audience. |1l begin with those for Stacey. Stacey, if
potentially avoidable hospital adm ssions were reduced, how
would this inpact PPR rates? Isn’t the best way to avoid
readm ssion sinply to avoid the admssion in the first place? I

think 1t’s basically trying to get at the interpolate between - -

St acey Eccl eston

Bet ween t he two.

Seena Perumal Carrington

Prevent abl e hospitalizations and PPRs.

St acey Eccl eston

Yeah. The rate, the way that we calculate the rate, the PPR
rate, is just what percentage of the initial adm ssions resulted
in a readmssion. So, if we had a five percent -- if we were
able to reduce the initial adm ssions and we had a five percent

readm ssion rate, you could have a five percent readm ssion rate
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before it mght result in a lower actual count of readm ssion

so that would be a good thing, so the actual count -- it mght
not inpact the actual rate, but the actual nunber  of
readm ssions would be lower, so that would be good. | suppose

there could be a scenario too where the rate would go up if you
had a smaller base of initial readm ssions. If that base of
initial readm ssions were made up of nore severe adm ssions
because the ones you’re able to avoid are less severe, that
mght result in a higher rate, but still a |ower actual count,

so again it would be a good thing.

Seena Perumal Carrington

Has the division used data from limted service clinics to
measure avoi dable ED visits or preventable hospitalizations? If

not, why not?

St acey Eccl eston

Wll, the only data actually that we have available to us to
neasure both ED visits and hospitalizations cones from the

hospitals directly -- the case m xed data sets, so we don’t have
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data from those limited clinics. There’s not a great degree of
use of those clinics. If, to the extent that the health care
payers are paying clains from those clinics, then eventually
when the APCD is up and running, we wll have that data and we
can sort of look at those separately from hospitals and ER

roons.

Seena Perumal Carri ngton

1’1l turn to Lois. How and why did you choose these 16 provider

organi zati ons and what was the study period?

Loi s Johnson

We gathered information on these 16 provider groups going back
five years. W asked them for detailed information about from
their budgets to their quality of performance to their contracts
to their...all of their clinical managenent progranms. W | ooked
at nunbers of physicians, we |ooked at how they actually
conpensate the doctors and how they’re paid. W selected, you
know, from a range of high quality physician groups. W | ooked

at -- at first, the universe of organized physician groups, so
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we didn’t look at the solo practitioners or the [onesey/twosey?
70:25] offices. W |ooked at organizations. W tried to get a
geographic spread across the state, ook at sone contrasting
exanples in different markets and try to get a sanple of

different types of organizational structures.

Seena Perunal Carrington

Many [ERI SA? 70:41] providers, mainly |large enployers, refused
to share clains data about their enployees, neking care
managenent and policy decisions inadequate. How can we address

this through the AGO?

Loi s Johnson

As | understand it, you’re working with the all claims database
to gather information from self-insured enployers and we do
think that <clains for all patients are relevant both to
providers and as a system and we should work to be gathering

i nformation on all patients.
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Seena Perumal Carrington

And the last one for your office. |Is there any evidence that
hi ghl i ghts t he nost cost-effective or hi ghest priority
Infrastructure investnent that integrated organizations nust

meet ?

Loi s Johnson

| think our analysis didn’t reach that question, but there’s
anple literature. | think Cathy cited sone yesterday about
specific projects that have had significant return on investnent
different interventions. It was hard for us to anal yze what, you
know, scaling those wup across different organizations, but
that’s why we need more data to evaluate what is the value of

particul ar i nvestnents?

Seena Perumal Carrington

K, thank you. And thank you, all of you. (clapping) So now I°m
pl eased to i ntroduce Pr of essor Gttell from Brandeis

University’s Heller School for Social Policy and Management,
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tal ki ng about the relational coordination in health care.

Jody Gttell

Good norning. Comm ssioner, thank you very nuch. 1°m honored by
the invitation to speak here today and to noderate the
di scussion afterwards, given the amazing guests we have for that
panel. So I°m a professor at Brandeis University and also the
director of a new organization, the Relational Coordination
Research Collaborative and we’re based at Brandeis University
within the Schneider Institutes for Health Policy and our
mssion is to use this concept of coordination to inprove
or gani zat i onal per f or mance and out cones for al | their
stakeholders. So I’m going to start off by basically agreeing
with the previous speakers and the whole tone of the Coakley
report, nanely that we do need to get rewards and incentives
right, and in particular, find ways to reward providers for
coordi nation and not for using that power to drive costs up, but
what we also need to do in addition to getting the paynent right
Is know how to build coordination capacity and | think that
nessage canme through pretty clearly that you can be highly
incentivized to get it right, but you still have to know how to

solve this very conplex problem 1t°’s not jJust a matter of
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wanting to do 1t and so part of that 1°m going to argue today,
is building high quality communication and relationship ties
across providers, i ndi vi dual and organi zational and then
supporting those ties with the necessary infrastructure, sone of
which we’ve already heard about. So the agenda’s really to talk
about briefly what is relational coordination -- It’s a concept
you’ll see that came from an earlier study out of the airline
I ndustry, looking at flight departure process, and then explore
the inmpact of that form of coordination on quality and
efficiency of care, as well as patient and provider well-being
and then explore the elenents of the infrastructure that have
been found to support the developnment and sustainability of
rel ational coordination over tine. And then just explore
briefly, this is a concept that plays out at nultiple |evels.
You can look at it at a very mcro level, in ternms of patient
provi der coordination. Seeing the patient is actually a key
menber of that health care team and the patient’s family and
comunity and so on, so this concept of patient co-production, I
think, is increasingly relevant as we l|look to bring down the
cost of care, how do we engage with the patient as a partner in
that health care delivery process and wellness process?
Patients that are in medical hones are another arena for highly
coordinated care as we’ve been hearing, and then at a larger

| evel l'inking that t oget her into an accountable care
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organi zation, going across nultiple boundaries to seek both
efficient and high quality <care through high Ilevels of
coordination, and we actually have dissertation students at the
Hel l er School at Brandeis, who are exploring each of these and
how relational coordination plays a role at these different
| evel s of care delivery. So, this is where | started to get
really intrigued by the problem of coordination. | was a
doctoral student over at MT quite a while back and went to
Logan Airport, thinking | really wanted to look at a work
process where front line workers made a difference, and | was
very surprised at the conplexity of the coordination involved in
sonething, and this is, you know, far nore conplex than health
care obviously, but even flight departures were fairly conplex
and a lot of what was going on was not visible to us as
passengers, so these 12 groups had to coordinate in a fairly
time constrained environnent and with a lot of uncertainty, as
we know as passengers, weather changes and system issues that
make it difficult to predict what the timng will be of the
flight departure process, and what | found was that the ties
between these groups were really critical in achieving the
outcones and doing it in an efficient way, so being able to
mnimze the time the plane was scheduled to be at the gate in
order to increase both aircraft wutilization, gate utilization

and clearly staff productivity was a key goal as well. So as |
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started to have sone of these conversations, one of the first
was wth the Head of Operations at American Airlines who said

this is the nost conplicated thing we do every day, but nost
people in top leadership don’t recognize it. So | think one of
nmy first lessons was the inportance of people in very top
| eadership positions, the GCsuite, to wunderstand and really
fully appreciate the conplexity of the everyday coordination
challenges in their organization, so that things that they do
can serve to support and enable that, rather than just seeing it
as, oh that’s something that jJust happens automatically. This
really is core to effective organi zational performance and top
| eadership should be aware of that and therefore be able to
support it. But what | found as | started interviewi ng at
Anerican in this initial study was that communication was really
an issue. This was a comment from goodness a gate agent. Here,
you don’t communicate. Sonetines, you end up not know ng things.
On the gates, I can’t tell you the number of times you get the
wong information from ops. The hardest thing at the gate when
flights are delayed is to get information. And so | started to
ask as | was doing these front line interviews -- you know, are
there any airlines that you think do this better? And this was
back before | had ever heard of Southwest, but the station
manager said yeah, you should check out this airline and they

really have a different attitude toward teamworKk. And so ny
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interviews there did reveal sone differences. Here, there’s
constant comuni cation between custoner service and the ranp.
When planes have to be switched, bags nust be noved, custoner
service wll advise the ranp directly or through ops. Ops keeps
everyone informed. It happens snoothly. Anot her big issue was
what happens when events change? This is obviously an issue in
health care, where there is information unfolding all the tine
regarding the condition of the patient and so on. If you ask
anyone here what’s the last thing you think of when there’s a
problem | bet your bottom dollar it’s the customer. These are
guys who work hard every day, but they’re thinking, how do |
stay out of trouble? So the, you know, the natural response here
and in other organizations can be finger pointing rather than
i mmedi ately nmoving into problem solving node, and it turns out
that’s pretty common, and It’s not just an issue with airlines.
The nore typical comment at Southwest, this was a pilot -- we
figure out the cause of the delay. We don’t necessarily
chastise. Sonetinmes, that conmes into play. It’s a matter of
wor ki ng together, figuring out what we can learn, not finger
pointing. So 1 started thinking, there’s something underlying
t hese comuni cation patterns that naybe goes a little bit deeper
and sonet hing about the nature of the relationships across these
di sparate groups involved in turning these planes around, and at

Anerican, one of the typical coments was, 90% of the ranp
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employees don”’t care what happens, even i1f the walls fall down,
as long as they get their check. So groups tended to downplay or
underestinmate the extent to which other groups involved in the
same organization really cared about, in this case, the
passenger or on-tinme performance, and a typical coment there
was also, yeah the pilots really don’t care about this
organi zation. They just want to fly their flights and then go
out and sail their yachts, so a real sense of |ack of goal
alignment that affected peoples” moral and 1’11 argue their
coordination as well. And at Southwest, you have a kind of a
different sense | was getting from enpl oyees. I’ve never seen SO
many people work so hard to do one thing. You see them checking
their watches to get the on-tine departure, they work real hard,
it’s over and you’re back on time. And as | would nove around
and just interview people in the station saying, well what are
you trying to acconplish? No matter who | talked to, it was
typically, on-tinme performance, get you there safely, happily,
and with your bags. So there was a sense, regardless of what
your job was, that your goals were simlar with respect to
flight departures. And sonething else that really struck ne is
the extent to which people understood or didn’t how their job
fit with other jobs in that sanme work process. So at Anerican
for exanple, in the ranp, | would ask, well what is your job?

Well when the bell rings, we go out, we offload bags, we unl oad
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them and then we wait for the next bell. At Southwest, you
would get a very conplicated story about why everything they
were doing mattered to everybody else, including the down I|ine
station, the pilot, because where they place the bags nattered
for both how the controls were set in the cockpit, as well as
how wel|l they could offload those bags to the down line station
and the weight and balance and so on mattered for the fueling.
So, a real sense of not just what they were doing, but why it
mattered so much, so that was a clear difference, and the fina
thing that | picked up was a different sense of respect and
status. So this was a common comment at Anerican, and at a | ot
of airlines | visited afterwards studied also Continental,
United, and quite a few others -- there are enployees worKking
here who think they’re better than other enployees. Gate and
ticket agents think they’re better than the ramp. The ranp think
they’re better than cabin cleaners, think it’s a sissy woman’s
j ob. Then the <cabin cleaners |ook down on the building
cl eaners, and the nechanics think the ranp are a bunch of
| uggage handlers. So these status issues, they turn out to be
very comon in other industries as well, including even
universities. W have our issues as well, but that was sonething
that probably was the nost dramatically different as I went and
contrasted this with Southwest. No one takes the job of another

person for granted. The sky cap matters just as much as the
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pilot. You can always count on the next guy standing there. No
one departnent is any nore inportant than another. So | thought
this was an interesting kind of set of hypotheses that
rel ationships are actually shaping the comunication through
whi ch coordination occurs and that this was happening sonetines
in this very positive cycle -- shared goals, shared know edge,
mut ual respect across these boundaries, driving fairly frequent,
tinmely, problemsolving communication, but it was very often
happening in this other way that”’s much more common in a Kkind of
[siloed? 83:04] or bureaucratic organization, where you have
specifically functional goals that don’t refer to a common goal.
It’s basically sub-goal optimzation -- specialized know edge
that doesn’t link to a bigger picture of why my specialized
knowl edge and how that links to other people and perceive |ack
of respect across these boundaries that together seemto inhibit
frequent comunication and lead to delayed comunication as
people didn’t necessarily know In a time crunch, who needed to
know what and why and how quickly because they didn’t have the
big picture and finger pointing nore so than problemsolving
when sonet hing went wong. The main concern was not that we get
the flight off on time, but that i1if i1t doesn’t get off on time,
make sure | wasn’t the last one touching the plane who would
then get pinned with the delay, so that being the concern nore

than what was happening for the passenger. And so that in turn

56



tended to reinforce the poor relationships, and it’s a cycle
that’s hard to break out of, just |ike the positive one can be
pretty resilient as well. | called it relational coordination,
basically recognizing that relationships may be actually hel ping
to drive these patterns of coordination in ways that were
i nportant to understand. So being a student with an enpirica

kind of bent and also 1 don’t think 1 could’ve gotten away with
a pure theory thesis at MT -- actually studied this, came up
with a metric which is now included. ARC has just put together

under the Ileadership of Kathy MDonald at Stanford Health
Policy, a whole care coordination atlas and this relational
coordination is one of quite a few measures that’s in that
atlas. It’s probably the only one that’s this kind of network
measure that you’ll see, but did this nine site study of flight
departures at these airlines, and | neasured using a kind of a
network survey -- 1It’s pretty straightforward, relational
coordination with those six dinensions across these enployee
groups. Measured quality and efficiency performance using the
measures that the airlines thenselves used in terns of gate tine
per flight, full time equivalent enployees per passenger in
pl ane, and quality neasures that are collected by the DOl -- on
time performance, baggage handling errors per t housand
passengers and conplaints per mllion, and did a kind of risk

adjustnment as we would in health care, so the key here was that
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rel ational coordination -- it was associated significantly with
reduced gate time per Tflight. That means you’re turning the
flight around nore quickly, thus freeing up the plane to be nore
highly wutilized as well as the gate -- mjor capital
expenditures in the airline industry, and staff tinme per
passenger significantly reduced with higher levels of relational
coordination as well as |lower custonmer conplaints, |ost bags,
and late arrivals. So that seenmed to be a kind of wn-wn
solution, and if you just aggregate those outconmes into an
equal ly weighted performance i ndex and scatter plot them agai nst
rel ati onal coordination, you get this kind of pattern, where you
see that even w thin organizations, Southwest for exanple, you
have a variation in performance. That first one was Chicago
M dway, the other was LA, which was their nobst troubled station
at the time. And United 3 was basically the shuttle in
experinment that they used to increase their teamwrk that worked
for a while. So | started to wonder if this matters in other
i ndustries, and of course health care is very inportant, but the
reason | thought of it at the tinme is that I was in the hospital
having a baby and it |ooked really famliar, you know, these
really good clusters of communication anong people who were in
the sanme discipline and then tended to get this breakdown across
and | renenber the nurses were doing these amazing handoffs. |

was at Portsnouth Regional Hospital up in New Hanpshire where |
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live, and | said, have you been working on your coordination?
Oh yeah, we’ve been doing TQM, we’re really pleased with how
it’s going, and then 1 said, when’s my doctor coming? Ch, we
don’t know. They don’t tell us anything. So again, it |ooked
like there was this sane pattern that you do tend to find in
organi zations that still have the remants of silos and
bureaucracy that you get these strong occupational comunities
that then have trouble conmunicating across boundaries and of
course that goes across organi zati onal boundaries as well. So in
fact, the Institute of Medicine -- this was just a couple years
after ny study began, said the current system shows too little
cooperation in teammrk and said each discipline and type of
organi zation tends to defend its authority at the expense of the
total system’s function. And this was physician |eader at the
Bri gham Doctor Cem Sledge, who was the Chief of Othopedics
when | cane in to do this study. He was just stepping down. He
said, the communication line jJust wasn’t there. We thought it
was, but it wasn”’t. We talked to nurses every day, but we aren’t
really communicating, and he was one of the -- people point to
him as one of the early physicians, at |least in the Boston area,
to say this is a really inportant issue. W need to pay
attention to it, and | thought there was sonething revealing.
Over tinme, as | read this quote again and again, we talk to them

every day, but we’re not really comrunicating, and it Kkind of
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hi ghlights the inportance actually is the listening as well as
the tal king, and sonetines the respect can inhibit the listening
part, and nurses of course were pointing to the sanme problem
This is a nurse |leader at M3H at the tine, m scomunication
between the physician and the nurse is commobn because soO nmany
t hi ngs are happening so quickly. But because patients are now in
and out so quickly, 1t’s even more important that we communi cate
well. So | basically did a simlar study in the hospital
setting. This is the first study of relational coordination in
health care. Looking at orthopedic surgical patients, hip and
knee replacenents, not the nost conplex procedure, but one where
It was well wunderstood in terns of neasurenent, and you could
see the inpact of organizational factors nore easily, and this
was basically a summary of the findings reported in Medical Care
right afterwards, that relational coordination was associated
with reduced length of stay, and at the sane tine, increased
patient satisfaction and sone significant inprovenents in
clinical outcones associated with knee replacenents -- freedom
from pain six weeks post-op and nobility relative to patients
receiving lower levels of relational coordination across their
providers. And 1t doesn’t seem so surprising to me, but It was
surprising at the tine, you know -- you’ve been to pretty
progressive physicians to think that what they’re doing in the

operating room 1isn’t the only thing that’s driving these key
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outcones that they care about and so again, helping them get a
bi gger picture of what’s going on. This is a scatter plot
| ooking at the sane findings. So what | take away fromthis is
that, you know, really very consistent with what we’ve heard
this nmorning that the nice thing about coordination is it’s one
of these fundanmental process inprovenents that enables you to
achi eve benefits on two dinensions at the same tinme, inproving
both quality and efficiency, and not having to just be stuck in
this old tradeoff between -- are we going to spend nore and get
hi gher quality or are we going to cut corners and get |ower
quality? But actually hel ping you push out that frontier to get
hi gher | evels of both. And so these findings have been extended
to other health care settings, looking at readmts for exanple,
in a nedical care setting, Newon WIllesley study of the
hospital”’s program and finding significant reductions associated
with relational coordination on readmts after seven days and 14
days as well as lower risk adjusted costs per stay and | ength of
stay and marginally significant difference in nortality. But it
al so inproves outcones for providers -- the sense that, | guess
we can imagi ne you know, in a workplace, and we all have sone of
these experiences, where we are working in a context of shared
goals, share know edge, nutual respect. Wat does that do to
stress levels and ability to actually get our work done? And so

not surprisingly, relational coordination particularly this has
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been explored in nursing, is associated with increased job
satisfaction, career satisfaction, as well as their sense of
prof essional efficacy and a reduced reporting of the experience
of enotional exhaustion. So there are other ways to do
coordination. There’s certainly a big focus these days on | ean
and other kind of redesigning systenms, and so this is not -- |
don’t consider this at all a replacement. You know, | teach ops
managenent. | have a lot of respect for process flow and
redesign, but this could be a very useful conplinent, so as one
CMO told me, we’ve been doing process improvement for several
years. We think we’re on the right track, but we’re tried a
number of tools, and they don’t address the relationship issues
hol ding us back, so if you see the technical changes as being
conplimentary to some of these relational dynam cs, the
hypothesis is really going to be where the big payoff cones in
terms of pushing organi zations forward. Wiy would they matter?
Maybe because they provide the wunderpinnings for these |ean
strategies and that they enable participants to connect these
rel ati onal dynam cs and enable people to connect and coordinate
on the fly and not just doing it through a script, but actually
havi ng the shared goals, shared know edge, and nutual respect,
that allows you to adapt to uncertainty in a coordinated way
over tine. So for exanple, shared goals help participants to

align their actions wth each other because they kind of
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understand big picture. What is i1t we’re all trying to do here?
Shared know edge enables people to wunderstand not just what
they’re doing, but why it matters to other people and how they
can better feed their colleagues. Mitual respect encourages them
to value the contributions that others are naking to consider
the inpact that they have on others and to actually hear what
ot hers have said, which is key to conmunication. And together,
those can reinforce high quality conmunication. This is expected
to matter very consistent with information processing theory.
These dynanmics should matter nbst and there’s some evidence
supporting this already. Wen you have high levels of task
I nt er dependence, reci procal rat her than just you  know,
production I|ine sequential, when you have high levels of
uncertainty due to variability either in the environnent, in the
i nputs, nanely the patients or the patterns of demand, so you
have to have the ability to adapt and not just put it on
autopilot, and when you’ve got time constraints due to either
time sensitive custoner needs or resource pressures. So all of
these factors are increasingly present in health care because
often time constraints, having to do sonething nore quickly can
feed task interdependence because you don’t have time to wait
till one thing is done before you do the next thing. Oten,
things have to be done in parallel with feedback |oops between,

so all of these things should increase the performance inpacts
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of relational coordination. So the real question, | think, 1is
what are the infrastructural elenments that support these
patterns of coordination? So just to review briefly, we’ve got
this dynam c goi ng on bet ween t he rel ati onshi ps and
comuni cation that together drive inportant quality efficiency
outcones as well as sone benefits for providers thenselves, in
terms of the ability -- the sense of the ability to get their
wor k done without undue stress and enotional exhaustion. And so
how do we support that? And there are a nunber of factors that
have been identified. They’re not completely different from the
factors that were identified in the earlier study of flight
departures, and they involve sone human resource issues, as well
as the kind of infrastructure elenments that were highlighted by
our norning speakers. So looking at one that’s not often
considered, | think in the context of care coordinati on when we
discuss it in these settings, is this notion of [|ooking for
peopl e and deliberately selecting people who have what you could
call relation confidence. In addition to having this technica

expertise, to be looking for people who are going to facilitate
a good operation by virtue of the fact and this notion that we
heard in sone of the hospitals that yeah, sone people are
selected for teammrk, but often your nost technically expert
peopl e are expected not to need those skills, and yet you can

really waste sone of that expertise and really cause dangerous
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situations for patients 1f they don’t know how to coordinate
with others. At New England Baptist for exanple, which was one
of the highest performers in the surgical area, you’ve got to be
a nice person to work here. W pick it wup through their
references. The doctors here also sure to know soneone who knows
that doctor. Nurses l|like it here because physicians respect
their input. W also saw that the physical therapists could be
selected for teamwrk nurses of course and that the nore
functions or disciplines in a given setting who were selected
for teamwork explicitly looked with that in mnd as well as
their technical experti se, was a significant driver of
rel ati onal coordination and in turn, the outcones of interest --
quality and efficiency outcomes of interest. The second thing is
how performance is measured and inproved. This notion of noving
from QA to Q and heard repeatedly how divisive the QA kind of
nonitoring and reactive function specific punitive system can be
for breaking down the coordination that you actually need to
i nprove both utilization and quality. So just a typical quote --
the quality assurance conmittee is strictly departnental,
strictly reactive, everybody’s giving reports to them, nobody’s
listening to learning, the commttee satisfies hospital-w de
reporting requirements, but it’s not effective. W even have
Board members on that committee, but we can’t get it to work.

They have a bad attitude when they go. 1It’s a lengthy,
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cunbersone neeting. And just to give you the conplete -- we had
plenty of systens that were in transition, but the nost
radically di fferent was a system incorporated qual ity
| nprovenent, wutilization, managenent, in the sane team that was
in this case called the Bone Team And they’re looking at system
problems and not just |ooking back to see who caused that
particular delay in delay and discharge or who caused that
quality issue. It was really |ooking at how do we understand the
i ssue and nove forward? Very consistent with Dem ng. For those
of you who are famliar with the TQM phil osophy that you want to
nmeasure the process and not the person because then you get a
|l ot better information, less information hiding, and nore of a
| earning environnent, where people can nove forward in a
t eamwor k approach. Conflict resolution turned out to be both in
the airline setting and in the health care setting a critical,
but under appreciated dinmension for creating coordinated effort
across functional boundari es. Because these are functions that
are often set at odds and conpeting rather than cooperating
around performance, so just to give maybe an exanple here, the
kinds of conflicts we often have are disagreenents about the
patient’s treatnent plan -- what it should be. It can go across
all the groups. The other big thing is getting a physician to
conme up to the unit to be available. W have a formal grievance

process 1f you’re TfTired, but not conflicts among clinicians.
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There are no particular processes. W just hope people use
common sense and talk to each other. Gven the power
differentials, that’s not Ilikely to happen. In fact, people
would say 1t’s more like -- 1t’s a very stressful event to
confront soneone, for exanple a physician, on an area of
di sagreenent, and so having those processes in place was a
formal process that enables people either to get trained in
havi ng those conversations or have a formal structure to go to
when a conflict occurs, is a very strong predictor of relational
coordination both here and in the airlines. So a couple of
exanples of that -- there’s also the issue of how flexible to
make job boundaries beyond licensing requirements and 1”11 just
conclude with this developing of shared information systens
because this is one where there is a lot of attention right now
and a lot of evidence that having an information infrastructure
does assist in coordination and giving people the shared
know edge that they need to nake better decisions for patients,
with patients. | can spend half ny day tracking down patients.
1’1l hear someone mention somewhere 1in the hallway about a
patient with this condition and they’re not on my printout, so
I’ve got to walk on every floor and say, do you have this
patient? And they go, oh that patient’s on the vascular
service, but yeah, | think Doctor so-and-so already operated on

him. It’s ridiculous. It’s not just that people are i1ncompetent.
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It’s a very complex setting for information flow You can’t
track down all the physicians here because sone of them have
their own system. It’s a problem. They don’t talk. It’s a
problem. They don’t talk. | ndependent physicians have their own
I ndependent systens. They only talk to thenselves. | nean, so
there”’s a big problem. Sone of them are on the e-mail system
some of them aren’t. So this lack of a comon information
Infrastructure was one of the major inpedinments to relationa
coordi nation and the associated quality and efficiency outcones.
Informati on systens are inportant for coordination, | think, but
right now they’re more a hope than a reality. Qur CO is
building a clinical and admnistrative information system For
automation to work, 1it’s iImportant to get a format that’s
under stood across these boundaries and then we had sone of our
settings where they’d gotten to the point that they were so
advanced that they were getting nore and nore demands for
increased automation that they couldn’t keep up with because
people were starting to see those benefits and so the real
challenge was for the system designers to keep up with the
demand from the clinicians for functionality. We’ve been so
successful with data entry that we can’t keep up wth denmand
from our providers. So again, the resources needed to build the
infrastructure, to support the coordination, to achieve these

outcones that we all agree are critically inportant and so these
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practices together contribute to that dynamc and therefore to
the outconmes of interest. So | guess one way to sunmarize it is
you can build an organi zational infrastructure to connect care
providers wthin a setting and across settings around the
patient, and with the patient. What we don”t want to see, |
think, in patient-centered medi cal hones or patient-centeredness
in general, is everyone connecting with the patient, but not
with each other. Sonmeone was saying the other day at a
conference, we hear from patients often, the |last thing we want
is to be the one everybody’s communicating with and then not
with each other, because then basically we’re trying to manage
all these professionals who should be talking to each other. So
to nmake the patient part of an integrated conversation rather
than putting the burden on them to nanage what could be a very
conpl ex ongoing condition. So that is one way to picture. And
the one benefit of the RC Metric is you can actually neasure the
strength of each of these ties and see where are they weak,
where are they strong and where you can focus effort in terns of
strengthening them So sone of the questions to address, and we
have a panelist, I°’m sure who are ready to hel p us address them
we’re really looking forward to their remarks. Wat are the
i nvestnments that are currently needed to achieve sone of these
benefits of coordinated care? Wo should be paying for those

I nvestnents? This kind of public/private question, and what are
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sone of the paynent nodels that have the potential to support
the coordination of care? We’ve looked at global and bundle
payments, there’s some upsides, there’s some downsides, how do
we really refine those nodel and learn from experience to get --
we know that paynent is enough by itself, but it certainly can
ei ther underm ne or support those. 1 should’ve mentioned, other
elenents of the infrastructure that we explored and that were
critical for driving coordination were case nmanagenent and
really investing in that, building sone form of shared rewards
between physicians and hospitals and there doesn’t have to --
there”’s no one model of how you do that, but having some way to
achieve that sharing of rewards and costs between nenbers of the
health care system |Inclusive clinical pathways that include the
tasks of multiple providers to help create visibility and
connection across a patient’s trajectory of care and we did see
-- potentially the PCP plays a critical role. The primary care
provider as nentioned here, but in a followup study we did to
this nine hospital, we followed the patient across from surgica
to rehab to home, the weakest link with every stage of care was
the PCP. So the potential is there. It’s often not realized and
this was even in a system It was Partners that was really
trying to make the PCP a pretty central player at the tinme and
yet that was the weakest tie. The only consistently strong tie

across all stages of <care was the famly nenber who was
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coordinating with everybody, and the managed care case manager
had strong ties with the case manager at acute and in rehab
because they’re basically trying to facilitate the patient
getting out. So the PCP has this potential role to play in
facilitating across and 1 think we’re seeing that realization
now with attention to the patient-centered nedical honme, but in
many cases, it’s just not yet realized. So |I want to introduce
our panelists if they are comng up here. Ch, yeah OK 1 haven’t

nmet themyet.

FI LE CHANGE

Thank you panelists once again for joining us today. Bef ore we
begin, | just want to say that all those comments were Sout hwest
Airline enployees, also reflect the viewpoints of all division
staff that you talked to for anyone who was here for that
presentation, but if all the panelists could please rise. | f
you could raise your right hand, do you solemmly swear that the
testinony you're about to give in the matter now at the hearing
will be the truth, the whole truth, and nothing but the truth,

so hel p you God?
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Seena Perumal Carrington

Thank you. And please identify yourself by raising your hand if
your testinony today is limted for any reason, if there are any
restrictions placed on the capacity in which you testify here

today, or if you have any conflicts of interest that require

di sclosure. So seeing none, let's begin then. Geat, so ny
slides are gone, right? OK Al right, | had slides sort of
i ntroduci ng each of you, but we'll hear from your remarks what

your highlights are, found each of your comrents very useful for
today's discussion, so look forward to them And we'll start
with  Conm ssioner Barbara Leadholm of the Massachusetts
Department of Mental Health and then nove on to Doctor M chael
Cantor of the New England Quality Care Alliance and then Doctor
Grant from Lahey Cdinic, Ray Canpbell from the Massachusetts
Health Data Consortium and then concluding with Doctor de la
Torre of the Steward Health Care System So thank you all for

being here and we look forward to the dialogue follow ng your
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remar ks

Bar bar a Leadhol m

Good norning, or alnost afternoon. Thank you Acting Conmmi ssioner
Carrington and thank you for having ne participate in this
| nportant hearing and discussion. | think all of us -- thank
you. Al of us are really, personally for nyself, hearing the
earlier conversation how | hope the panel wll engage in the
conversation in ny remarks, kind of just setting the stage a
little bit in ternms of where behavioral health fits in all of
this. To ne, it's very obvious that we nust integrate and
coordi nate physical and behavioral health, as integration is
i mportant for many reasons, not the least of which is the cost
effectiveness of adopting this paradigm into our health care
system It's long past tinme that we acknow edge that health care
Is about the whole person, body and mnd. Wen we say health
care, we nust include the whole person. In addition to physica
needs, we nust neet his or her behavioral health needs, whether
mental illness, substance use, disorder, or both. As we all
know, everyone works very hard to pay for the increasing cost of
health care premuns. However, famlies for exanple, may find

thenselves in the position of needing to |ook for services for
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his or her child and then told there is a two to three to four
nonth waitlist to see a therapist or a psychiatrist. As a
situation becones nore distressing, and they do not get
I mmedi ate help, they may bring their child to the energency
departnment for an evaluation, and whether it was preventable,
avoi dable, or actually appropriate, we're not necessarily
collecting the data to determne, but for those that were
preventable, there is a less <costly alternative and that
eval uati on nay have been providing the appropriate assessnent in
treatment in a community environnment prior to further disruption
and distress for the child and famly and then potentially for
the system in ternms of costs and actually where is the nost
appropriate |evel of care. Wil e insurance generally pays for
schedul ed appoi nt nment s, they are not necessarily easily
accessible and tinely. It does not pay for outcones. It dose not
pay for providing the services to a child, for exanple, in ny
little exanple here, that wll allow him or her to remain in
school, at hone, and in the community. Those are additional
costs. It does not recognize that possibly a pediatrician was
the nost appropriate person to nmake sure that the child or
famly with a conplex need receives the assessnent in the right
setting and sees the appropriate provider. It does not pay for
coordination of care for that child or possibly a person who is

elderly or other persons who may have disabilities in neeting
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their unique needs, sustaining and maintaining their desire to
live as nmuch as they can in the conmmunity iif they are
experiencing for exanple, a depression, anxiety, or other form
of mental illness and substance use. The health care system

currently pays for treating conditions, not for treating the

patient as a person -- a person who wants to stay healthy and
get better when they are ill. Nationally, we know that
individuals with wuntreated nental illness or substance use

di sorders experience higher rates of conorbid conditions,
requiring increased nedical treatnent. To address quality and
cost efficacy, we nust assure access, early access, to nental
health and substance use prevention, treatnent, and recovery
servi ces. I wanted to share some startling statistics. One in
five children and adolescents in the US experiences nental
health problems and up to one-half of all Ilifetine cases of
mental illness begin by age 14. 75% of children with diagnosed
mental health disorders are now seen in the primary care
setting, nmaking the managenent of nental health issues a grow ng
part of pediatric practices. The increasing preval ence of nental
i1l ness anong children, early age of onset and energi ng evi dence
about effective preventive interventions, make a strong case for
early identification and intervention. Massachusetts has
devel oped a nodel for children and adol escents that makes this

I nportant connection. It is <called the Massachusetts Child
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Psychiatric Access Project, MPAP, and it is funded by the
Departnment of Mental Health and managed by the Massachusetts
Behavioral Health Partnership. Piloted in 2002, it 1is an
extrenely  successful nodel of i ntegrating physi cal and
behavi oral health care, care coordination, and nore inportantly,
early intervention and prevention. MCPAP is a highly innovative
program designed for, and by the physicians, to pronote
i nclusion of child psychiatry within primary care. |Its hallmrk
is a payer blind structure that allows the pediatrician to all ow
MCPAP services, regardless of a child and famly's insurance. A
team of <child adolescent psychiatrists provide pediatricians
consultative support to help children with |ess conplex nental
health needs. This puts less pressure on I|limted child
psychiatric workforce, as they help children with nore conplex
needs. At the same tine, MCPAP consultative teans strive to
create a culture of enpowernent for pediatricians. This success
speaks strongly to the necessary integration of behavioral
health and general health across all ages. A commtnment to
integration and coordination has the potential to decrease the
overenphasis on expensive service providers and reactive prices
oriented interventions. And this primary care integrative
approach to behavioral health is not new. In 1995, the MacArt hur
Foundati on brought together a group of interested scientists and

chall enged them to nationally nmake a difference in the primry
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care managenent of depression. This work, known as the MacArt hur
Initiative on Depression and Primary Care, has evolved into a
successful national nodel that we can look to. W don't need to
reinvent the wheel. W can adapt what is already working, and
here's why it's so critical. The Wrld Health O ganization
estimated that depression was the fourth highest cause of
disability and premature death worldwide in 1990 and will be the
second hi ghest cause by 2020. In nost countries, including the
United States, the nmmjority of people wth synptons of
depression turn to primary care providers for help. Over the
past two decades, nedical science has nmade great strides in its
under standing of depression. New drugs and therapies are nore
effective in treating depression, yet the stigm of nental
illness continues to influence clinician and patient attitudes
towards this illness and ultimately toward the quality of care
people receive. Wth vision and commtnent, we could expand
MCPAP. We could expand it into the adult arena. W could create
this nodel that is relevant and then actually |ook at what is
the best use of which provider in which part of the systemto
address the issue at hand. Qur first step in acconplishing this
m ght be to open discussions in partner wth the comrerci al
insurers, since we know that over 60% of MCPAP users are
cormercially-insured. W nust also look seriously at the

benefits of care coordination and | think we've had a fair
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anmount of discussion about that today and | |ook forward to a
continued conversation, that we can both control costs and treat
the whole person. An inportant article about the study of care
coordination from the Journal of Pediatrics Review reviews and
| inks how patients and their famlies, with appropriate services
and resources, in a nore coordinated way actually can achieve
better health outconmes. Their study denonstrates one can save
the cost, both financial and human, of nore intensive services.
For exanple, this study found that office nurses prevented a
large majority of energency departnment visits and episodic
office visits. Medical hones are a logical place to serve as a
site for stronger care coordination. To neet the behavioral and
general health needs of people with a nedical honme, we would
provide cross-training of teans of caregivers, joining together
their multiple skills and community resource connections, with a
focus on inproving comunication and planning within nultiple
professions to respond nore effectively to nedical and non-
nmedical needs. W want to stop paying for non-necessary
expensive care and instead pay for effective care. This is
called value base purchasing and rewards better outcones the
right care in the right place. One of the problens with the way
we pay for care is that it's based on insurance billing codes
and not based on what patients need and what physicians or other

providers are trained to do. W are locked into a system where
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they are only paid when there is a billing code that represents
their interaction with the patient or on behalf of a patient.
To assure the inclusion of behavi or al health in the
transformation of health care, in March, | established a snall
wor k group, whose purpose is to review inportant issues relevant
to neeting the needs of children, youth, adult individuals and
famlies with behavioral health needs. Representatives of the
work group include Mass Psychiatrist Society, Mss Psychol ogy
Associ ati on, consurmers, the Nati onal Al'liance for Mental
Il ness, a connector, child welfare, academi c institutions, Mass
Heal th, and other sister agencies. W wll| be neeting over the
next several nonths to develop recomendations that wll
facilitate a dialogue within the Comonwealth, culmnating in a
formal presentation of the findings and recomrendations for the
governors and legislative consideration. Although there are
pilots and I|imted initiatives focused on approaches about
denonstrating the inportance of integrating behavioral health
and general health nationally, it is critical that Massachusetts
creates a credible and strong plan that neets the needs of
people with nental health and substance use conditions in any
health reform initiatives. W wll actually be holding an
October 26th forum and at that forum we wll take kind of our
reconmendations from this work group and ideally have a

di scussion with a w de range of stakeholders, going beyond the
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behavi oral health community. W intend to invite people fromthe

business comunity, the legislature admnistration, and the

medi cal communities -- provider organizations as well as other
st akehol der s. And then from this conversation in Cctober, we
wll develop a kind of additional or final policy paper that
will outline the recommendations for the admnistration and
| egi sl ature's considerati on. Thank you for providing nme this
opportunity to present this information and | |ook very much
forward to Jody's questions as well as the panel's response.
Thank you.

M chael Cantor

Good norni ng. Thank you for the opportunity to conment on the
I mportant issues of care coordination and integrated networKks.
My nane is Mke Cantor, and |I'm a geriatrician and the Quality
Medical Director for the New England Quality Care Alliance, the
physician network affiliated with Tufts Medical Center. the New
England Quality Care Alliance, or NEQCA, appreciates the work of
Acting Comm ssioner Carrington and Attorney General Coakley and
their teans to highlight the challenges that affect our ability
to provide high quality efficient care for the half billion

patients our network manages each year. |'"'m here to share with
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you the perspective of 1500 physicians in over 180 practices,
who are involved in the daily work of caring for thousands of
patients in comunities in eastern Mssachusetts. Although our
network includes physicians enployed by the group practices, a
tertiary and quaternary academc nedical center, a community
health center, 80% of our physicians put work in small practices
that still provide nmuch of the care in the Conmmonwealth and
across the country. NEQCA's mssion is to acconplish the three
goals of the Triple Aim -- inproving the health of the
popul ation, inproving the individual patient's experience of
care, and reducing the rate of growh of cost. W acconplish
these goals through nmultiple initiatives of quality inprovenent
plans at the network, regional, and practice levels. NEQCA
provides the resources needed for an integrated system
i ncluding nedical managemnent progr ans, el ectronic health
records, data reporting and analysis. NEQCA is the platformthat
connects Tufts  Medical Center, comunity hospitals, and
comunity physician practices. Qur organization particularly
supports two key recomendations in the Attorney GCeneral's
report. First, all patients should select a prinmary care
provider. One major barrier to acconplishing the Triple Aimis
that primary care providers are not given resources to
effectively manage and coordi nate care for nost of their patient

panel s. For exanple, patients enrolled in PPO plans, as you' ve
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heard this norning, do not identify a primary care provider, and
health plans do not share <clainms data or quality care
i nformati on about that population. W agree conpletely with the
Attorney General that patients should be encouraged to select a
primary care provider, regardless of the type of insurance plan
they enroll in, especially since enrollnent in PPO plans, as
we've heard, continues to grow while HMO nenbership declines.
Heal th plans should provide data on PPO nenbers, so that primry
care providers and treat and nanage patients based on clinica
needs, rather than on the type of plan that nenber belongs to.
The second key recommendation in the Attorney Ceneral's report
Is the need to inprove infrastructure funding for care

coordi nati on. Managi ng popul ations of patients requires upfront

and ongoing capital investnment to build and maintain the
necessary teans in information systens. Effective care
managenent requires two broad categories of resources -- people

and data systens, and both of these are costly. NEQCA depl oys
both teans of clinicians and better data systens as part of our
new patient center nedical honme, or PCVH program to help
primary care practices engage and nmnage their patients nore
effectively. Qur nodel distributes resources so that primry
care providers working in small practices had the sanme tools as
their colleagues in larger practices. NEQCA PCWVH teans support

multiple practices in separate and desperate geographic
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| ocations. The primary care providers and the team nenbers rely
heavily on information technology, including electronic health
records, a web-based patient registry that includes quality and
clainms data, and a web-based care nmanagenent system that uses

predicative nodeling tools to identify patients at risk for

potentially preventable health care utilization, |ike we heard
about earlier, in terns of potentially avoidable ER visits and
hospi tal i zati ons. And sure, our patient center nedical hone

program conbines the best of high touch wth high tech

Al t hough the benefit of PCVH and integrated care managenent for
conplex patients is increasingly recognized, we struggle to
obtain the resources required to hire the staff and build
i ndustry with the information technol ogy tools. However, we do
not think that health insurance premunms would need to be
i ncreased to cover these costs. The resources are already in the
health care system but are now retained by insurance conpanies,
who wusually do not have robust <clinical relationships wth
patients that wll allow for effectively providing care
managenent. Al though sone of these progranms nay have val ue, they
usually do not «collaborate with primary care providers or
speci alist physicians. How can these prograns be effective if
their care teans never talk w th physicians? Mster Roosevelt of
Tufts health plan sent his testinony here on Tuesday, that for

every one dollar his plan invests in one of their care
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managenent prograns, they have $4.80 return. The Attorney
General should have Tufts and the other health plans publicly
provi de data about expenditures on care nanagenment prograns, SO
that we can see what these prograns cost, and |learn how and if
they produce the results that M ster Roosevelt clains. A system
that integrates care managenent directly with patients and their
health care providers nakes nuch nore sense and that is why in
many other states, there are all pair nodels providing financial
support for PCVH and other initiatives to integrate care
managenent, including behavioral health as we've just heard, at
the practice level. Sinply put, funds collected in prem uns of
care managenent should be provided directly to the providers who
have clinical relationships with patients and can col |l aborate on
clinical decisions at the point of care. The current |ack of
funding hurts our network even nore than sone others because as
a low cost provider, we lack the infrastructure noney and higher
margins, which the higher cost providers enjoy by virtue of
having these costs included in their current contracts wth
payers. Reall ocating care managenent resources to providers from
I nsurers and assuring that all providers are paid fairly for
work of equal or greater quality, wll enable networks |ike
NEQCA to provide integrated and coordinated care that neets the
goals of the Triple Alm  Thank you so nuch for the opportunity

to be with you this norning. | look forward to participating in
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t he panel.

Howar d G ant

Still, good norning everybody. | forgot the hook already.
(laughter) |It's a pleasure to be here this nmorning. MW nane is
Howard Grant. |I'm the President and Chief Executive Oficer of
the Lahey Cdinic. 1've been in the Boston area now for seven
nonths and it's true that it's a very exciting place to be
managi ng health care. I'ma pediatrician by training and honored
to be on the panel with these folks and agree wth al nost
everything that both of you have just said and suspect that ny
col l eagues will as well. By way of background, Lahey Cinic is a
mul ti-specialty group practice a tertiary hospital together,
with comunity practices on both the North Shore and in the
Greater Boston area. In 1923, Doctor Lahey founded the clinic to
bri ng physicians together under one group, under one roof, so
that they can nore easily share patient records and treatnent
decisions. | think it was visionary, since today that there's
strong sentinent that integrated practice nodel is best for
achieving the goal for coordinated care for better quality
outcones and greater cost efficiencies. | was asked this norning

to tal k about exanples in ny experience of insurer and provider
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partnerships that resulted in inproved continuum of care for
patients that they served. As providers are rethinking
traditional approaches to care delivery, it would be fruitful to
rethink the traditional roles of insurers and the insurer-
provider relationship to encourage nore partnership approaches.
W need to standardize sinplified admnistrative interactions.
W need to share data nore readily as you' ve heard earlier this
norning. We need to work collaboratively with each party doing
what it does the best. One exanple is the standard case in
di sease nmanagenent nodel, which we've just heard about, where
oversight is done by the insurance conpanies from corporate
of fices, rather than support services fully integrated into the
front lines of care. It's been shown consistently in fully
integrated environments that extension of care nanagenent into
the clinical arena is nore effective, provides considerably
greater patient and famly satisfaction and is nore supportive
of primary <care givers, ultimately resulting in inproved
clinical and financial outcomes. From ny direct experience, |
offer two exanples of what can be achieved. Wien | was Chi ef
Medical Oficer at the Tenple University Health System in
Phi | adel phia, we cared for predomnantly indigent population,
with over 50% of our patients covered by Medicaid and a
consi derabl e nunber of patients who were uninsured. Wth a

| ocal Medicaid nmanaged care plan owned by seven health care
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systens in the north Philadel phia community, we formed a unique
and very successful partnership, where the health plan commtted
all of its anbulatory case and di sease managenent resources to
the hospitals and the physicians thenselves. At Tenple, we took
these resources which historically resided at the health plan
and built a superb conplenent of case disease managers,
pharmaci sts, and other clinical personnel, to support our very
chal I engi ng popul ation of patients. For a period of about three
years, through this partnership, we were able to manage
successfully the entire continuum of care at a considerably
| ower cost than had previously been experienced. The health
system actually had surplus revenues caring for a Medicaid
popul ation, allowing us to reinvest in our clinical enterprise.
When that health plan subsequently pulled those services back to
the corporate level and renoved them from the front lines, the
successes we enjoyed were dimnished considerably. C oser
col | aboration between I nsurance  conpani es and provi ders,
including a substantive investnment by the insurance conpany,
enabled the providers to effectively inprove quality and reduce
cost. During ny three years at the GCeisinger, what've | got,
two? Thr ee? Great. Three years at GCeisinger, three mnutes
left. (laughter) During ny three years at the Geisinger Health
Systemin rural Pennsylvania, | enjoyed a simlar opportunity to

work in a fully integrated environnent. W cared for a large
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popul ation of patients covering a 40-county region -- 300 mles
nort hern Pennsyl vania. The insurance conpany, which was part of
the Ceisinger Syst em made substantive investnents that
supported chronic di sease managenent, aggressive devel opnent of
medi cal homes, and nost inportantly, re-engineering primary care
practices to better care for chronically ill patients.
Recogni zing that 80% of health care expenditures are generated
by 20% of patients, the health plan hired -- the health plan
hired and enbedded full-tine case nanagers, 250 of them in
primary care practices across the state. The insurance conpany
also invested in the primary care practices so that they could
re-engineer their services and it provided primary care
physi ci ans stipends over several years so that the investnent of
physician time in re-engineering their practices, which reduced
their capacity to see the sane nunbers of patients in the fee-
for-service setting, ultimately did not effect their incone.
Case managers provided 24 hour a day, 365 day per year support
for patients wth conplicated and chronic disease. It was
available to the patients and their famlies. The nurses had a
panel of 125 patients and they were available 24 hours a day.
We introduce these services at 70 primary care sites. W saw
the same results at every single site. W had over a 25%
reduction in hospitalization rates for those practices, a 40%

reduction in readmssion rates for those practices, inproved
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conpliance wth nedication and followup visits, and a
significant reduction in overall health <care spending as
conpared to the anticipated trend for a conparabl e popul ation of
patients who did not have these services. In addition, the
primary care providers were considerably nore satisfied in their
practice and gratified by their ability to provide excellent
care for their patients and our patients and their famlies felt
much nore secure in their continuum of care and the support they
received. My experience, the nodel provided considerably higher
quality, greater satisfaction for ©patients, famlies, and
providers, but it only happened because of the vision and
commtnment of a true partnership between our insurance conpany
and our clinical enterprise. As much as we need to re-engineer
care processes and reinbursenment approaches, we need to re-
engi neer our historic provider insurance relationships to foster
true coll aborations and partnerships with both parties commtted
to supporting the other in doing what they're both best
positioned to do and using each and every health care dollar
effectively for the benefit of the patients that we serve. |

appreci ate the opportunity to speak today. Thank you so nuch.

89



Ray Canpbel |

Good norning, conm ssioners, professor. My nanme is Ray Canpbell.
I"'m the Executive Director of the Mssachusetts Health Data
Consortiumand it's nmy pleasure to be here this norning to offer
a couple of remarks. | submtted witten testinony that nade
four basic points, and so what 1'Il do is try to give you the
quick inmprov version of that, and then 1'll pass it off to
Doctor de la Torre. | actually have to say, |'ve been here for
nost of the testinony that's occurred so far. |'ve been really
i npressed with the caliber of the remarks people have nade.
Wen | wote ny testinmony, | wasn't sure if these were remarks
that others would be nmaking or not, but we've heard a lot of
simlar conments from other speakers, so |I'm gratified to hear
that there was clear recognition of sonme of what |I'm going to
say. So first, | wanted to make the point that paynment reform
Is a multi-year, ongoing evolutionary process and that's cone
through loud and clear in a lot of the comments that have been
made so far. Qutside of this room | think there's a lot of

peopl e that think that paynment reformis going to occur with the

flip of a switch or the passage of a bill. That wll be
sonething like health reform or access reform that there's a
very definite point in tinme at which it starts. | think it's

going to be nore of an evolutionary conpetition for hearts and
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mnds and trial and error process, but | don't think there's any
doubt that we're going to be noving away from the fee-for-
service system over the next several years and | think that's
great news. | think that people predicted that the fee-for-
service system couldn't survive past 10% of GDP or 12% or 14 or
whatever it is, but finally I think we're at the point where the
smart noney thinks that there's nore upside in the out years in
accountabl e care and val ue-based delivery than there is in fee-
for-service, so paynent reformis certainly com ng. The second
point | want to namke, and this has also been nade by a l|ot of
speakers, Is that data is absolutely central. It's
I ndi spensable to nmaking paynent reform work. Paynment reformis
about accountabl e care. Accountable care is about integration
You can't do integration wthout data, so data becones
absolutely central to paynent reformif we're going to nmake it
work, and | think that, you know, not only do we need data -- |
nmean, what does that nean? | think we need, you know, certainly
IT infrastructure, but it neans we need the people that not just
operate the |IT systens, that use data in their day jobs, that
are confortable wth data and analytic techniques and
nmet hodol ogi es and term nology, to bring that to bear on the jobs
that they do so that they can inprove a whole range of processes
continuously and | think we need to be aware of how many

processes we need data for and about, how many processes need to
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I nprove as we nove from fee-for-service to nore accountable care
arrangenments. It's not just direct care and it's not just care
coordi nati on. It's care transitions bet ween di fferent

organi zations. It's risk managenent, it's patient engagenent and
outreach. 1It's supplier -- understanding what you're getting
fromyour suppliers. |If you're a health care organization, in a
fee-for-service environnent that wasn't as inportant, and in
accountabl e care arrangenent, you've really got to be neasuring
what your suppliers are and aren't giving you. You've got to
| ook at your whole supply chain. So data becones absolutely
I ndi spensable for accountable care and it's across the entire

health care enterprise. It's not just as the bedside, so we need

to realize that and we need to start doing sonething, | think,
about that and that brings ne to nmy third point. | think data
and analytics wll <clearly be and should be in sonme ways

conpetitive differentiators for health care organizations. They
W ll conpete as is true in every other industry in this country,
where if you look at the market |eaders, they're primrily
analytic conpetitors. They're in a |leading position not because
they have sone patent that others can't produce what they're
produci ng, not because they have sone, you know, real estate
|l ocation that occurs can't conpete wth., It's Wal-Mart's
analytic abilities that make them the |eader that they are.

It's Dell's analytic abilities that make them the |eader that
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they are. So certainly, health care organizations wll be

engaging in conpetition based on data and anal ytics. I think
that's a good thing, but I think we also have to realize that
there is a non-conpetitive dinension as well, or that there

needs to be, that there's a community and a cooperative
di rension because we are a health care community and because
people do travel between different organizations, and so there
has to be a community |ayer and a cooperative |layer, as well as
a conpetitive layer as we think about data and anal yti cs. And
that would bring me to ny fourth point, which is that | think we
need, and | hope all of this leads if not inescapably, at |east
naturally to the conclusion that we should be investing nore in
data and analytic infrastructure in the state. And | think that,
you know, first and forenpst, we need sustained and substantia
increases in appropriations for the Dvision of Health Care
Fi nance and Policy, and for the health data functions within the
division of the Departnent of Public Health, the Executive
Ofice of Health and Human Services, and the other parts of the
OHHS that handle data. W need to be doing a better job, | nean,
they're doing a great job with what they've got, but we need
nore resources for those functions in state governnent. W need
to be investing nore noney in private data infrastructures, but
that's to the private organi zations, as we'll hear, sonme really

I nteresting things about how Steward is approaching, you know,
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IT and data infrastructure. If not hearing that today, they
certainly are doing a lot of really interesting things in that
area. Forgive ne, | lost ny train of thought for a second. Oh,
so investing in public data infrastructure and investing in
private data infrastructure, but | think we can't overlook
mul ti - st akehol der cooperative infrastructures. Or gani zat i ons

like Mass Health Quality Partners, and we've heard them nention

a nunber of tines so far in these proceedings -- organizations
like the Mass Health Data Consortium but | don't nean
organi zationally specific. | think just in the idea of nulti-

st akehol der col |l aboration around data sharing is sonething that
we've got to get serious about as a comunity and as a
Commonweal th, so | think investing in those things and then
lastly, | think we need to invest, and not so nuch financially,
but in terns of thought and |eadership and public/private data
structures, the state collects an enornous anount of data from
private health care stakeholders. The state provides sone of
that data back to private stakeholders. | think we can cone up
with much better methods for public/private cooperation, both
around the subm ssion of data to the state and around access to
that data, not by any and all coners, but if we can't recognize
that licensed and regul ated Massachusetts health care provider
or gani zati ons and Massachusetts payer or gani zat i ons are

different than just man on the street types of requestors, |
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think we need to conme up with structures that allow for at |east
our payers and providers to have nmuch better access to state
dat a. And with that, [1'lIl turn back my remaining mnute.

(laughter)

Ral ph de |la Torre

Thank you. | thank the Division and the Attorney GCeneral's
office for inviting ne to speak. So while Massachusetts is a
national pioneer in the area of health care access and quality,
it lags in the area of cost containing. In fact, Mssachusetts
|l eads a world in health care spending. At the heart of the issue
is a general msconception that has |ed to an erroneous
appr oach. Di scussions around health care have |ong centered as
they rightly should have on the application of public health
policy. How do we inmunize children? How do we prevent the
spread of nmalaria, of AIDS? Tines are different. Health care
reform in Massachusetts is no longer primarily an exercise in
public health policy, but rather an exercise in public finance.
As an exercise in public finance, the process to |ower cost and
i nproved health care delivery, nmust be nethodi cal and
i npl emented over a period of tinme. In other words, it needs to

| ook nore |ike a business plan. As such, in order to |ower the
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annual growth rate in cost, inprove care coordination and
achieve clinical and financial integration concurrently, the
system nust adopt a long-term business plan approach. First,
l et's understand and discuss the factors driving cost. The cost
of health care has two fundanental conponents: the cost of a

unit of health care, an X-ray, a procedure, or hospitalization

and the total nunber of units of care consuned -- utilization.
These two conbine to construe what we call total nedica
expense. Break it down a little nore. The unit cost conponent
is conprised of supplies, fixed costs and |abor costs. Hence,

controlling an individual hospital's expenses can be achieved
primarily by driving down supply or |labor costs. A hospital
operating efficiently, and this will be a topic for discussion,
can decrease the wunit cost nmainly through layoffs or at a
mninmum cutting supply costs. Wile opportunities exist in
maxi m zing hospital efficiencies, these inprovenents, at |east
In community hospitals, are not the Panacea many m ght think.
Anot her component of unit price is profit. Profit is defined as
the difference between the cost of providing a service and the
cost transferred to a payer. Wile attacking hospital profits

may be of interest to sonme, it is not the solution to |owering
costs wthin Mssachusetts comunity hospitals. In fact,
according to the Division of Health Care Finance and Policy’s

| atest hospital reports, the average Massachusetts comunity
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hospital nade a nedian operating margin of approximately 1%
This small operating margin makes it nearly inpossible for
comunity hospitals to make the infrastructure investnents
needed to achieve clinical and financial integration. It is only
through clinical and financial integration that both efficiency
and utilization can be addressed. For nost Mssachusetts
comunity hospitals, cutting wunit price would have dire
financial consequences. Many community hospitals would be left
wi thout the resources to engage in neaningful health care
reform In a system where profitability is necessary to support
infrastructure, a nmandated decrease in the per-unit cost has a
different effect. Wen an outside force acts to |ower
rei mbursenments on the wunit cost side alone, the health care
system conpensates. W saw this in Medicare on the physician's
side. It conpensates to maintain profitability through increased
utilization. The resulting effect is an increase in total
nmedi cal expense and higher costs to enployers and consuners.
Furthernore, if we look at efficiency, to affect efficiency-
driven costs, it is inportant to understand where opportunities
exist. |In Massachusetts, over 40% of hospital provider dollars
goes to 6 of 65 hospitals in the report and over 60% to the top
13. If a considered effort to decrease cost on the heels of
efficiency neasures is undertaken, we nust first understand and

address the issues of this sub-group of hospitals. Wile
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I ncreased efficiency can have an inpact on the per unit cost of
health, it is not the real opportunity in this category. The
true opportunity in controlling the cost per unit of health care
exists in mnaging and coordinating the |ocation of care.
Cenerally, care is delivered in four broad settings: 1) Acadenc
tertiary/quaternary providers, 2) Community hospitals, 3)
Physician offices and 4) Hone based services. Wth up to a 50%
difference in cost between each of these categories or settings,
shifting care to the appropriate setting is the obvious way to
| ower the per unit cost of health care. Maxi m zing efficiency
and providing care in the appropriate setting are ways of
lowering the per wunit cost of health care. These steps,
however, do not address the issues of our future, sinply the
i ssues of our past. Hstory has taught us that Generals too
often prepare to fight the last war and not the next war. Ve
cannot make the sanme mstake. Controlling health care costs in
the future is about understanding and managing the utilization
of services. Sinple math shows that one tinme decreases in cost
sinply shift the cost curve, but do not affect the change in
total nedical expense over tine, otherw se known as our Budget
Trend. In an aging population that wll utilize nore health
care, we need to aggressively pursue controlling the consunption
of care. The answers are before us. Providers need to build an

I nfrastructure that coordinates, nanages, and integrates care.
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W have the resources to build the appropriate IT platform or
we need to have the resources to build the appropriate IT
platforns, quality system care integration and coordination.
Whet her you call it an ACO an HMO, a Patient Centered Medi cal
Home, or any other acronym this level of clinical and financi al
integration is the future of successful health care delivery.
Lowering the annual growh of health care nust be an
I ncentivized process enbraced by providers, not an inposed
mandate. More inportantly, such incentives nust reward providers
for delivering integrated, high-quality care in |ower cost,
comuni ty-based settings, where the cost of care is affordable
and will drive lower TME. In this way, we capture the inmediate
efficiency driven ganes of the price per wunit, but nore
i mportantly, create an infrastructure to sustain and inprove
upon these savings over tinme. Wth this context, a question of
how to |ower the Budget Trend, inprove care coordination and
achieve clinical and financial integration becones approachabl e.
The answer, providers nust adopt and governnent nust support and
encourage business plans -- not short-term change, business
pl ans. That enables providers to naximze admnistrative
efficiencies, build adequate infrastructures to effectively
manage and coordinate care, shift and coordinate care to the
appropriate value-driven |location, and adopt a |ong-term val ue-

creating business plan. In order to achieve this paradigm the
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followng elenents we think are necessary. One, aligned guiding
principles -- principles that prioritize patient care and
quality outcones in conmunity-based settings nuch drive the
m ssion and the care nodel for providers and payers alike. Two,
robust information technology infrastructure -- Steward has
invested over $100 million to develop and inplenment an
i ntegrated, systemw de information technology structure that
supports and aligns our network of care. An integrated IT
platformis central to the success and ability of an integrated
nodel to deliver cost-efficient care. Comuni ty- based net wor ks
of care, three -- provider systens nust neet the needs of the
| ocal community and keep care local where it wll help inprove
the overall health of the community, |ower costs and inprove
enpl oyee productivity. Four, fi nanci al i ntegration and
accountability -- an essential conponent to any successful node

of integration are the tools used to go through ward providers,
nmeasure the performance, hold them accountable for neeting
out cone-driven goals, that inprove patient care and |ower total
medi cal expense. And last, but definitely not least -- quality
and clinical integration. It is a fundanental elenent and
critical to the future of health -care. Steward defines
integration as an accountable health care that provides high-
quality, cost effective care, through an integrated and inter-

connected continuum of providers across geographies, hones,
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offices and hospitals. The divisions focused on |owering costs
must consider ways to encourage providers to simultaneously
build adequate infrastructures to effectively coordinate care
and to establish a trusting relationship with patients. To that
end, Steward is focused on lowering total nedical expense, both
unit price and long-term utilization, i.e. budget trend, and on
enhancing its clinically and financially integrated nodel to
deliver care in community-based settings. Steward |everages
gl obal paynment arrangenents as one tool to drive quality and
|l ower TME and foster cultural change within the payer and
provider community. The future of successful health care
delivery depends on providers transitioning toward paynent
nodels that appropriately hold providers accountable for
i mproving conmunity health, pronote wellness, |ower cost, and
proactively focus on keeping patients healthy over |ong periods

of time. Thank you very nuch.

Jody Gttell

Al right, thank you to everybody for their remarks. | had the
benefit of reading them ahead of time, so | had a chance to
reflect. |I'm sure everybody else feels that they've just been

hit with a |[ot of really interesting perspectives and
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I nformati on. So I'lIl start by asking sonme questions and in the

neantinme, we also got -- (pause) we also got questions from
menbers of the audience, so thank you. | just wanted to start
with one area of agreenment that | think |'ve picked up across

all the panelists, and there was nore than one, but there's
pretty nmuch agreenent on the nature of the infrastructure that's
needed to ensure coordinated care in a way that leads to
efficiencies and quality of care over tine. |I'mnot sure though,
if there's agreenent regarding who should pay for that. Who
shoul d make these investnments and | know this becones the thene
of the afternoon, but what is the right mx of public and
private contributions to those investnents and you can just --
we can go left to right. | mean, it's really a question for

everybody. Right to left?

A
Vell, you know, | think there is no one construct that's right
for any hospital or any system | think it depends on the

I ndi vi dual providers and the populations that they serve, their
financial neans, et cetera. So | think for exanple, hospitals
with very good payer mxes that have different Ilevels of

profitability, bear the burden nore as providers and systens
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that have nore governnent and public patients that cannot
mani fest the profitability to actually drive that infrastructure
should have the systens from the private sector and public

sector.

1>

| agree with all that certainly and | think another slice,
another way to look at it, is to look at it from aspects of the
Infrastructure that organizations can be expected to provide
t hensel ves, versus things that can only be done on a nulti-
st akehol der basis, so for instance, if you wanted a database
that showed you hospitalizations on a sem-real-tine basis, if
you wanted to know when patients had been hospitalized -- that's
not sonething that any one organization can solve for on its
own. | nean, it's not practical to inmagine themcontracting with
every other hospital in the state and setting up real-tine
conmmuni cation, so that would potentially be the type of thing
that would nake nore sense as a community utility, so | think
that's part of the discussion, is identifying things that really
aren't effectively done or can't be best done by individual

organi zations. If it <can be best done by an individua
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organi zation, then it's their responsibility, | think, between

them and the payers to finance it.

Jody Gttell

Right, that just remnds ne that kind of related to this
gquestion is this notion that data is a serious source of
conpetitive damage, but also is sonmething that could be viewed
as a conmunity or comon resource and where to draw that
boundary, and that's basically -- you would suggest, it's those
areas that you literally can't form that database on your own,
or you may be able to do it in partnership with other nenbers of
your integrated delivery system but at sonme point, you would

turn it over to a public agency.

1>

Sure, | think there's certain foundational information that you
can't do accountable care unless you know when people have had
encounters with the systemand if there are ways that you can do
that w thout, you know, sone sort of a comrunity approach to

gathering that information, then fine, but I'm not aware of what
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It is. Total nedical expense is another thing, where it's very
hard for one organization to understand, you know, when their
patients have had an interaction with another provider, but just
what the cost inplications of that are, which becones very
I mportant in a world of accountable care, so you know, | think
that we first, at least in terms of comunity responses, we
shoul d be | ooking for those services and data sets that can't be

provided in any fashion other than through coll aboration, and we

need to start having a strategy for how we'll collect those.
Jody Gttell
Right. 1'm just going to throw that right back to Doctor de la

Torre and then continue with the other panelists, but given the
substantial investnents, at least it's been acknow edged that
you've made in information systens, is it equitable or fair to
have public provision of sone of those data or is it really a

totally different realm do you see that clear distinction?
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Ral ph de |a Torre

Yeah, so | nean there's two conponents of the infrastructure,
right? One is the IT and we've all, you know, discussed that.
And you know, | think some of the data does exist, you know,
through very tight relationships wth payers. W get a lot of
prospective and fairly real-time data around the clains data
basis for any kind of authorization for adm ssions or for
hospitalizations, so we can track that. Since we are at risk for
alnmost all of our comercial products, we actually do get
pricing data on just about everybody, so we know how to nove it.
It's something that's aggressively shared with our physicians,
who are really the central focus. What group is the doctors?
They actually have the majority of the board, and everything
goes through our physicians. You know, the real Kkey is not
data, but having -- well let nme take that back. Step one is
having the data. Step two is having the infrastructure
underneath it to know what to do with the data. And then once
you know what to do with the data is kind of getting by it. You
know, the provider network, be it hospitals and physicians
alike, you know, it's like herding cats. So you know, getting
them all on the sane page is the third and critical conponent of
it. Mst of us don't view it as conpetition. | nean, we' ve done

what we've done because we needed to provide a service for our
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patients and you know, | think there are hospitals, and |I'm not
going to say any to point out, but who need help because of
their care mx to provide that data infrastructure, and | don't

t hi nk anybody woul d be grudged on that.

Jody Gttell

K, Doctor G ant.

Howar d G ant

| think it's safe to say there isn't new noney for the system
and so the question is, how can you align the incentives
appropriately so that the stakeholders are nmaking appropriate
I nvestnents, so that people have the tools getting back to your
guestion, how are you going to provide that resource? And in the
exanple | gave earlier about how we address primary care in
nmedi cal honme and ny previous environnent, the insurance conpany
provided all of the infrastructure, wth the understanding in
the shared risk arrangenents that the insurance conpany woul d be
paid back for their investnment with the original savings by

providing care. And then subsequent to that, there was a shared
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savi ngs between the insurance conpany and the providers for
havi ng reduced the expense of care. So everybody was lined up
in the sane direction. You're never going to be able to get
hospitals that are operating wth 1% margins or private
physician groups to make an investnent of the magnitude that
will be necessary to realize the type of opportunities that are
out there for cost reductions. Just to give you an exanple,
Ral ph you tal ked about $100 million investnent in Steward. In a
conparably sized system we had rmade a $120 nmillion investnent
in the system installation, but we nade a conmtnent as an
organi zation for 5% of our revenue, or over $100 million per

year, in support of our electronic year.

Jody Gttell

Was that at Tenple or Geisinger?

Howar d G ant

Tenpl e.
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Jody Gttell

Tenple, so thisis a --

Howar d G ant

No, no, no, no, no. At Tenple, we had paper and pencil.

Jody Gttell

Yeah, you said it was a rmuch | ower resource system yeah.

Howar d G ant

No, no, no. But the point was because of the integration that we
enjoyed with our insurance conpany, we were able to markedly
reduce the cost of care. The savings that were realized in the
I nsurance plan all got reinvested in the clinical enterprise and
it wasn't negotiated. W were an integrated system so decisions
were nmade that were best for the patients whatever the issue

was. But the point was that the case nmanagers and the re-
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engi neering of the practices and the additional stipends for the
primary care docs, so they were able to markedly inprove the
quality of care and markedly reduce the cost was all upfront
from the insurance conpany, and they nade the bet that there
woul d be such significant reductions in expense that they would
be able to recoup that plus substantially nore, and as | said
earlier, we did it every single tine in every single practice --
significant savings. But it wouldn't have happened had not the

i nsurance conpany been willing to make that |evel of investnent.

Jody Gttell

Right. R ght, so | thought that was intriguing, as well as this
notion by Doctor Cantor of reallocating some of those care
coordination dollars fromthe insurer to the providers. Here, it
was done in a nore cooperative way. How would a state -- say the
state of Massachusetts, encourage or facilitate that happening

if it's such a beneficial arrangenent?
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Howar d G ant

VWll ['ve had that conversation with the CEGCs of all the health
plans and have challenged them that if they want to see a
reduction in the expense and they want to inprove the quality,
they're going to have to nmake investnents. It's challenging
because | assunme nost prinmary care practices have a disparate

m x of patients fromall different insurers.

Jody Gttell

Ri ght .

Howar d G ant

And you don't want to put providers in the position of having to
say, well | can do this for this patient, but |I can't do that

for that patient.
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Jody Gttell

Because we don't have an agreenment with their payer.

Howar d G ant

| think we need to have denonstrations, pilots, where the
comercial carriers and the state conme together, and say for a
di screet population of patients and practices, we're going to

provide this infrastructure to the practices and denonstrate

what | can assure you wll be the result. There wll be
significant reduction in the expense. People wll recoup the
i nvestnment that they've nmade, but nore inportantly, we wll be

delivering considerably better care at considerably |ower cost
and providers will be much nore gratified in the way they're

delivering care to their patients.

Jody Gttell

Right, so if you would just expand a |little because I know a bit

the story of how Ceisinger's acconplished it, but how did that

112



happen at Tenple, where you didn't have that sane partnership

built in?

Howar d G ant

But we did have the partnership with the insurance plan and
until such tinme as the other six owners of the plan were
resentful of the fact that Tenple was maki ng noney on a Medicaid
popul ati on because we were so efficient in the way we were
managi ng the care, and they pulled the resources back to the
corporate level, we were denonstrating that if you make that
i nvestment and you put the resources into the practices, that
you can narkedly reduce <care in the nost chal | engi ng

popul ati ons.

Jody Gttell

Right, but it wasn't enforceable in the sense of keeping it in

pl ace, even though it was beneficial in many respects.
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Howar d G ant

That's correct.

Jody Gttell

Yup, OK

Howar d G ant

So the question you ask was, what could the state do?

Jody Gttell

Yeah, and naybe fun denonstration projects to show that it
wor ks, but then yeah, and that it works for all parties perhaps,

but let's go on to Doctor Cantor, who had simlar thoughts.
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M chael Cantor

I think the strip down of what Howard had been saying, is that
when you have care nanagenent, it's based in insurance
conpanies. It doesn't work as well on spaced primary care

practices, especially --

Jody Gttell

Because it's not as well infornmed?

M chael Cantor

It's not integrated, and it's not rocket science. Like you know
for this population of patients, you stratify the popul ation,
you identify the high-risk patients, you then target care
managenent resources around those patients -- it's what you do
in the Division of Mntal Health. It's what we do in NEQCA
t oday. It's what you've been doing in other places. Everyone
at this table has been involved in that ms-stratification
identification intervention approach, that we know worKks. And

we know it works better when you have to go back to your
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original presentation, when there're good relationships between
the people who are doing the stratification and the

i nterventi ons.

Jody Gttell

Ri ght, as opposed to having a punitive outside party telling you

what to do.

M chael Cantor

Correct. So when clinicians who know each other work together,
the results are better for the clinicians and for the patients
in the costs and quality inprove. W have exanples of this, you
know, this challenge. You point at this head-scratching. It
happens every day in our practices because we do have
differential paynent relationships with the payers and sone of
them give us nost resources than others and so we see this
problem and that's what we want to do, is elimnate that
probl em We believe that everybody -- all the payers, whether
it's the state, the federal governnent, the private payers --

all through we have to figure out how we take the resources that
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are currently not being allocated to providers and patients
directly and redirect them And if they're not, then they don't
exi st because in a fee-for-service Medicare environnent for
exanple, that noney isn't sitting there. \Wat we knowis if we
do this stratification intervention approach, we create the
funds that allow you to continue to reinvest in the data

systens, in the people, to actually make it work.

Jody Gttell
Right, so this is not a one-tine fix. It's a dynam c feedback
| oop.

M chael Cantor

Correct, and one size does not fit all and | think that that's
the other clear nessage. Qur practices are very different than
Lahey's practices that are different than the Steward practices.
It's not only the size of the practice. |It's the culture within
each practice and within each region and within each town that
has to be addressed and the process therefore has to be

custom zed and tailored and it's about |ocal |eadership and
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comunity-level intervention to nmake sure that comunities of
physicians and patients and nursing honmes and honme health
agencies and  hospitals, that we're all wor ki ng together
literally on the sane page. To go back to your point about
rel ati onshi ps and rel ational coordination, that's what's | acking
today, like it's pretty clear that the nore we build systens
that look Ilike coordinated systens, we're going to be nore
successful and that's really the point that we see, is we just
want to be able to have that opportunity to use those resources
for our patients and with our patients to acconplish higher
quality care at |ower cost, and we know, from exanples |ike guys
at Tenple, in many other places now that can and will work when

done properly with proper resources and | eadershi p.

Jody Gttell

Ri ght, so you don't necessarily know how to either enforce that
sharing of care coordination funds from the insurer or nake it
attracted to the insurer, so they see how they, too, benefit
down the road, but there's at |east sone conmmon thene here, and
it looks |ike we may have sone di sagreenent here, but let's hear

Comm ssi oner Leadholm How do you see this?
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Bar bar a Leadhol m

| certainly don't want to just duplicate what | think were sone
key perspectives. | think comng from nore the governnent side,
| think our role is much nore in-partnership, and | do think
|"ve heard that loudly and clearly this norning -- is there a
way we can partner that where not one has greater or |ess say,
but that we cone together as partners, assess really what is the
basi ¢ foundation, and for ne, |1'm going to be saying, and where
does behavioral health fit in any of this? Because know that the
data on behavioral health is not always of the sane quality or
caliber that data in nore kind of general health is, and so then
| would like to, for exanple, Health Care Finance and Policy to
say OK, how do we bring all this together? W' ve agreed these
are kind of the basics or the foundation of the data that we
want to collect, and | think unfortunately, the state collects a
| ot of data. How we analyze it is not necessarily inproving the
system in ternms of where the gaps -- we certainly know people
cycle on insurance. Certainly a lot of people of the working
poor, they're on Medicaid, they're off Medicaid, and so |'m nost
interested in how do these various data collection -- whether
you're a provider, whether you're an insurer, who's investing in

it, whether it's the state -- how do you bring them together?
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And | think that's a key role that governnent plays in terns of
saying, here's the foundation in partnership with everyone el se
in terms of interested parties. So we have our foundation. How
do we integrate it and then do we provide, maybe, in the state
that integration through software? Not that we legislate, this
is how you collect data or this is the system or this is what
you need to do, but rather bring it together and really
facilitate that conversation and then use the data, so that
we' re | ooking systemw de because it is inportant for individual
comunities, i ndi vi dual provi ders, account abl e care
organi zati ons, whatever, but who is going to bring it together

ultimtel y?

Jody Gttell

Ri ght .

Bar bar a Leadhol m

And | think that's the state role.
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Jody Gttell

Right, so the state role could be to create this commopn data
Infrastructure that allows the systens to connect. | renenber
when | switched from studying the airlines to health care, | was
shocked and di smayed by the lack of publicly available data. I
just took for granted that | could |ook at the operating costs
of every airline that every operated in the US in great detai

and not to nention, quality outconmes, but that's sonething that
may start at the state level, but certainly goes beyond the
state as well. So that being a particular place where the public
I nvestment may nmeke a real difference w thout preventing people
from conpeting then on the basis of how they use those data and
how well and effectively they can use those data to coordinate

care. Ray, you wanted to respond?

Ray Canpbel

Well | wanted to el aborate on sonething which | think many of us
are thinking but not saying. First of all, sonething we nmay not
all agree with. | think that grants for infrastructure cannot be

upfront, or else you end up with a lot of conputers that are

glorified paperweights, so there needs to be neani ngful use and
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backend noney, but the upfront noney needs to cone from you
know, the providers. So how do you neke noney available for
provi ders? Because they have to go to borrow and cone up wth
the noney on the first. Wile we're overlooking a fundanental
change that is going on in the market, which is paynent reform
as many of us enbrace paynent reform it fundanentally changes
the actuarial risk profile of +the payers. Therefore, their
reserves are now |iberated, quote-on-quote, and the reserves are
| ess than what they necessarily need. So why don't wuse those
reserves that have -- that are now, quote, l|iberated, as we take
on nore risk to create a fund to potentially fund the

i nfrastructure for hospitals.

Jody Gttell

We, being hospitals individually, individual systens, or?

Ray Canpbel |

No, | nmean the state cones up with an actuarial nethodology to
evaluate what the risk reserves are required and how to treat

shared risk paynent reform nodels. So for exanple, if I'm at
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100% full risk for every patient in ny network, then why should

the provider need a huge reserve to cover that patient? It
doesn't because we're duplicating reserves. |'ve got a reserve,
they've got a reserve, so if I'm taking that risk, then their

reserve can be potentially nobilized to neet the infrastructure
needs of hospitals. Put it as a fund, hospitals can borrow
against that fund and then pay it off through neaningful used

dol | ars.

Jody Gttell

And the hospitals borrow from

Ray Canpbel |

W create it as a fund, or you know, really all insurance
conpani es are public charities. Isn't t hat wonder f ul ?
(laughter)
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Jody Gttell

Interesting. So you're talking about what kind of investnents
could be made and what kind of risks hospitals would be willing

to take under a gl obal paynent system

Ray Canpbel |

No, |I'm saying many of wus at this table already have gl obal

paynment systens, right?

Jody Gttell

Ri ght.

Ray Canpbel |

So we al ready have the risk.
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Jody Gttell

Ri ght.

Ray Canpbel |

So because we have the risk, the insurance conpanies don't.
There's reserves that they have that now they theoretically
shoul d not need as nuch of because we're to take that noney and
put it into a fund, and let hospitals borrow against that fund,
make it up on the backside neaningful use, and they can pay it

back that way.

Jody Gttell

Right, 1'd love comentary on that. Plus, the question of

whet her that woul d happen voluntarily or have to be required.

Ray Canpbel |

Well you know the answer to that one. (laughter)
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Jody Gttell

And is it politically feasible? But comentary on -- it's kind
of along this thenme of either partnering with or sonehow working

in adifferent way with the insurers to achi eve these outcones.

I'd like to actually disagree wth Ralph's point that upfront
infrastructure paynments equals paperweights. In ny world,
upfront infrastructure equals care nmnagers. It allows ne to
hire the people | need to actually work the patients and to work
on care plans, not business plans. What that neans is that if |
have the noney to hire them | don't have to wait 18 nonths,
which is what it takes to get a reserve and to see the surplus
and all the rest of it. So wthout the opportunity for seed
noney, for networks like ours that don't have |arge capital

partners behind them it's really difficult.
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Ral ph de |a Torre

Yes. No, you're missing the point. So what | was talking about
IS you can have that noney day one, right? But there's sonme hook
to providing that borrowed noney back unless you deploy it in a
nmeani ngful fashion. In other words, you borrow the noney. It
can be no interest, and then if you neet sonme neaningful use
criteria for deploynent, then that noney is free. It's forgiven
or whatever, but you can't just go to -- and you guys are a
different system | nean, all three of us are up here because we
have |arge systens and infrastructures already, so what we're
doing is we're filling in individual |IT needs and we have a | ot
of the system For a lot of places in the community, they have
nothing of what we're talking about, so if you gave them --
here's $20 mllion, go do it, you know, you're going to get
waste. It's better off to say, here's $20 million. Here's what
you're going to need to do to have that |oan forgiven, and then

have theminplenent it rather than it be a conplete gift.

So then we agree that we do need upfront.
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Ral ph de |a Torre

Completely. No, no. |I'm just saying there needs to be sonething
other than just, here's the noney and wal king away. Because if
you just throw the noney over the fence and wal k away, we, the

t axpayers, are not going to get what we paid for.

Agr eed. We shoul dn't underestimate how hard it is to actually
nmake the system work. It requires sort of the day-to-day as
Howard was tal king about in his comments. This isn't sonething
that you flip a switch and suddenly, everybody knows how to do

care managenent, and everything's wonderful and the |IT systens

al ways work. It requires day in and day out.

Jody Gttell

You can have the notivation exactly right and still not know how
todoit. It's a big challenge.
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Ray Canpbel

But you can have hospital networks |like we have that actually
joined sone of our systens. | nmean, Cape Cod basically is part
of our contracting and infrastructure. They're conpletely
i ndependent from us financially, but they share all of our
Infrastructure, care nmanagenent, case managenent, for all
managenent, and rather than duplicate or try to build it
t hensel ves, they just annex and since sone of us already have

It, that's an opportunity a | ot of providers can take.

Jody Gttell
Yeah. I'd like to -- there's still several questions, | think,
on this general thene, but |like to nove into them-- one is, for

the three health care systenms or provider organizations
represented up here, how do you handle behavioral health

I ntegration and how do you justify the investnents in it?

1O
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Hm 1'1l take it at sonme point. (laughter)

Howar d G ant

W don't. |"ve been here seven nonths and we've got behaviora
health services that are provided and because there's a |imted
nunber of resources available, we try to nmake them avail able on
a priority basis to those patients that we are already providing
other types of care for, so that we can take advantage of the
integration of the clinic nodel, but it's very limted in terns
of nunbers of folks avail able. W, in nmy both ny experience
both at Tenple and at GCeisinger, in both cases, we, through the
support the insurance conpany, enbedded behavi oral heal t h

specialists into primary care settings.

Jody Gttell

Was that part of the payoff you got fromthis?
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Howar d G ant

Vell if you're all on the sane team and it's the sanme bucket of
dough that gets split in a variety of directions, and you know
that historically sonewhere between 20-40% increnental nedica
and surgical expense occurs for patients with behavioral health
disorders that are either not diagnosed or inappropriately
treated, it's a prudent business decision to enbed behavioral
health capability in primary care settings because it's going to
come back to you in nultiples financially, but nore inportantly,
it's making services available and support available to primry
care physicians to be able to have the tools that they need in
the face of, in nobst instances, an inadequate nunber of either
child psychiatrists or psychologists. W have two child
psychiatrists for two and a half mllion people in north centra

Pennsylvania -- two. M wfe was one of them (laughter)

Jody Gttell

You didn't see her nuch, did you?
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Howar d G ant

Well, but the point is, it was -- we were never going to have
enough resource to be able to provide the type of care that was
necessary, so we enbarked sonething simlar that I'm interested
in learning nore about. W enbarked on intensive training for
primary care providers in rural settings and enbedding in pods
of primary care practices, behavioral health specialists, so
that they would be a resource available to those folks. But
unl ess you're bearing the full risk in making prudent decisions,
then we're left wwth the way it has historically been in a fee-
for-service environnment, where behavioral health gets carved

out, and we're given full perm ssion to pay no attention to it.

Jody Gttell

Right. R ght, so just describe -- and maybe it's really obvious
to everybody else, but what are the obstacles to making those
product busi ness decisions at Lahey, for exanple, seeing how you

have direct experience of howit pays off?
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Howar d G ant

Vel so Lahey historically, as | understand it, was in the full
risk capitation node years ago and was actually quite successful
In providing care in that nodel because we are a very efficient,
| ow-cost provider by nost of the netrics that you look at it
right now, and that's part of the benefit of all the doctors

bei ng under the sanme roof and sharing their patients.

Jody Gttell

Ri ght .

Howar d G ant

So right now, it's not tended to, but were we to transition to

full risk, which I expect we will in not too distant future, |
woul d not want the behavioral health carved out. | want it part
of the whole enterprise, and | wuld |ike to nake prudent

decisions to make sure we deliver the best possible care, and we

shoul d be the benefactors of that in the full risk environnent.
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Jody Gttell

Ri ght, get the return on the investnent.

Howar d G ant

The financial benefits. Absolutely.

Jody Gttell

Doctor de la Torre?

Ral ph de |a Torre

Yeah, | nean, Howard, | can't agree with you nore. | nmean, no
single service benefits from gl obal paynent paynent reform nore
than behavioral health because there is an imedi ate inpact of
keepi ng those patients healthy. You know, when you're talking
about long-term outcones, like you know, dealing with norbid

obesity and diabetes, those are things that require years to
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play out. Mental health doesn't. That plays out in rather short
order, so you know, we have a system and so we do very well at
i npatient, and we are struggling to make up the resources on an
out patient basis. So we're the largest provider of inpatient
behavioral health services in Mssachusetts. W have a very
i ntegrated nodel. Al calls, all placenent, conme through one
central |ocation because those patients, you need to find a bed,
for the worst thing for one of those patients, to keep themin
the energency room for four days while you try to make a bed
avail able. That's a disaster. So we have centralized service.
W have a system Vice President that coordinates psychiatric
services, so we have a very integrated nodel on the inpatient

si de.

Jody Gttell

Yup.

Ral ph de |a Torre

W're still struggling to build the infrastructure on the

outpatient side that's necessary to really keep those patients
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out of the energency room but again in a global paynent system
you know, as Howard was pointing out, if we don't do it, it's
going to cost nobney. So there's an incentive that's not just --
whi ch doesn't exist in the fee-for-service system unfortunately.
In the fee-for-service system vyou kind of |ook the other way
and hope they go sone place else, and then nobody gets care and
it's a disaster. So, you know, | think that from our
perspective, we've done a very robust job of trying to
integrating the inpatient. We're trying to integrate outpatient.

It's going to take nore tine, but we're committed to it.

Jody Gttell

Yup. Conmi ssioner Leadholm and then to Doctor Cantor.

M chael Cantor

I'd like to add just one nore quickly.
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Jody Gttell

Oh yeah

M chael Cantor

So we actually, as part of our patient center nedical hone,
pilot, have a contract with Tufts Medical Center Departnent of
Psychiatry, so they are available consults and psychiatrists to
coach our care managers and to provide -- it's not by accident
of course that Tufts contracted with the MCPAP program so we
have the expertise in our tertiary quaternary care center to
provide distributed behavioral health benefits. W recognize
upfront that just having a nurse -- our teans include a nurse

phar maci st, behavioral health, health coach. So it isn't just an
additional nurse who's dropped in. There's a whole team of
people that address the different aspects of the care, that
conplex patients being treated in a primary care setting need.
90% of behavioral health is treated in primary care and there's
no capacity in the behavioral health system to take any nore of
those patients into that system So unless we figure out how to
do the things that we're trying to learn and dissem nate as we

dissem nate our patients in our nedical hone program we're
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going to be stuck with a lot of very sick people and a |ot of
really difficult challenges because the conorbidities between
behavi oral health prograns and physical health -- diabetes is a
really good exanple. The depression rates are very high. People
don't think that they can take care of thenselves and they don't
take care of thenselves and they get nedically ill, and it's one
terrible cycle that could be very hard to break. That's the kind
of patient that we're focusing on and trying to build services

around.

Jody Gttell

And what enabl es you or encourages you to make those investnents
in your practices, whereas others don't see the payoff yet in

t heir paynent environnent?

M chael Cantor

Because we're at risk contracts.
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Jody Gttell

M chael Cantor

And so it's how it's said. It's the sanme nmarket of noney.
Here's your opportunity for us. It's better care and it's nuch

nore satisfying for providers.

Jody Gttell

Ri ght.

M chael Cantor

Especially a pediatrician struggles so hard with -- because the
nunber of patients they see now for behavioral health, it's
alnost a third of their practice in sone cases, is about

managi ng ADHD and school difficulties and substance abuse, so

the world has changed in primary care. Even in pediatrics, |I'm
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a geriatrician, but ny pediatrics colleagues, they're dealing
with the sanme challenges that | amin ternms of how to integrate
teans of people who wusually are treated for very different

systens that don't ever talk to each other.

Jody Gttell

Ri ght, right. And one thing |'ve heard from people who in
primary care is, you either do the right thing and take the tine
with that patient or you just send them on and if you do take
the time, there goes your schedule for the whol e day, and people
are frustrated and everyone's waiting, but to be able to divert
and plan, Internountain Health has an interesting nental health
i ntegration nodel that they' ve been trying to share with others.

Comm ssi oner Leadhol nf?

Bar bar a Leadhol m

Just a couple comments. In terns of, | think, culturally, the
organi zation has to view, just as been nentioned here, that
sonehow behavioral health has something to offer and | think

there's historically been a lot of either stigna, people are
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afraid of behavioral health, or people think, oh it's just those
people who want to talk for years. And | think there's now a

recognition that the conorbidity is actually quantifiable and

you wll get better outcones. | think what | want to kind of
acknowl edge is, | think we in the behavioral health field, have
been part of the problem W have not been wlling to

accommodate a primary care or pediatrician's schedule. You know,
we'll see it two weeks from now for 15 mnutes and you don't
make that handoff, so what we're seeing in ternms of successful
nodel s, are when the clinicians, whether they're psychiatrists
or other disciplines, they're actually available to neet the
primary care provider, what's their schedule. So am | just on

call? Am | ready to just drop in as needed? And then we can

triage, or 1is it nore the nodel |ike MCPAP, where you're
actually consulting, and you're saying, look we'll help you. I
can do probably half of this over the phone. | don't need to

see the person. But you have to have that triage function. I
think the other part for ne is that there's sonme privacy issues
that | think historically, the behavioral health community has
said, well we can't talk about that. W can't share that wth
you. So we kind of made that delineation that | think now,
people are really much nore acknow edging. Yes, there are
certain things that need to be protected. There are other things

that do not, and usually the primary care fol ks to support them
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either continuing to work with the client or famly, or to just
coordinate the care because you actually do a handoff to a
behavi oral health person. There are really very basic pieces of
information that will 1inprove the outconmes and the providers,
whatever side they're on, wll feel they're part of a team
rat her than, you know, there's this kind of |ine that you cannot
cross. | also just want to applaud people understanding -- the
busi ness nodel says it nakes sense. | nmean this is not just ne
as an advocate and | think the only thing I would add maybe to
hear anybody else who wants to talk about it, it is inportant
for the people who have conplex needs, but | would argue even
for kind of the nore basic, you know, an acute depression, to
invest in that early identification and just support the person
so that it does not become a conplex need. | think at sone
point, we're going to have to talk about, how do we tier this?
How do we really prioritize, and again, | don't know how the

organi zati ons are deci ding what kind of investnents they need to

make, but | do think we have to figure out how to take care of
the folks that many of which will have a quicker fix, if you
will, and then sone who will really be long-term nore chronic
support, and then | guess | just want to acknow edge the
outpatient side of it. | think frequently the problem with the
i npatient/outpatient conversation, is it's pretty nedically
necessarily focused, and | think what we're |earning, recovery
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really can benefit for a lot of folks with peer support, care
managenent , care coordi nation. You don't really need a
specialist to see you and so we have nodels that we've not been
able to get people interested in that are really |less nedical.
They kind of focus on, well is this nmedically necessary? And it
is a nore supportive function, not necessarily a psychiatrist
who's going to prescribe nedication or a social worker or nurse
who's going to have individually oriented therapy or famly
therapy. It's really much nore of a supportive function that a
| ot of people could provide as long as they were well-trained
and really understanding what is the objective criteria by which

we woul d determ ne, are they adding sonething that's objective.

Jody Gttell

That's right. And then for those supportive providers to be in
comuni cation with each other and with the specialists, in order
for themto do what they do effectively. It's really interesting
your comment that you may be able to segnent over tine, people
who have these nore |ong-term needs versus the short-term needs
and | would just wonder if over tinme, that long-term portion
would go down as we nove nore into early identification and

treatnment. You may actually get a change in that proportion.
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And we've solved alnost everything, but | have two other
guestions. One is this notion of scalability and the snall
provi der groups because sone of these investnents are nuch
easier obviously to make their certain economes of scale of a
| arger group and you addressed that in particular due to the
nature of the providers in your network, Doctor Cantor. Just
wondering, is that a place where we need to think about public
financing of the infrastructure needs of these smaller practices
or | guess to be provocative, should we |let them or over tine be
forced to nove into larger entities in order to afford those
I nvestments, consolidation mainly? | don't know if anyone has

t houghts on that.

M chael Cantor

You said that. | didn't say that. Qur experience was that the
smal|l private practice, when supported appropriately, not only
realizes conparable results to those physicians and other
providers who are enployed in the group, but actually they were
nore ninble and able to respond nore effectively, particularly
when provided with the appropriate incentive. So the incentive
structure that 1'm talking about is actually sharing with the

providers, either in the enployed group or the private group,
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the actual percentage of the savings that are realized by
delivering higher quality care, so quality thresholds is a break
poi nt, branch point, for deciding whether or not sonebody can
share, but if they achieve all the quality netrics, then if
better results are achieved, |lower hospitalization rates, better
conpliance with pharmaceuticals, et cetera, et cetera, sharing
the savings with them and really push them to adopt evidence-
based best practices in the delivery of care, but nmake it a
significant financial reward for doing so, and it's irrelevant
from whom they get a paycheck in order to get themto adopt that

process.

Jody Gttell

So they're giving up sone autonony, but beconmng part of a

| arger entity that enables themto nake these investnents.

M chael Cantor

Absol utel y.
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Jody Gttell

Yup. O her thoughts?

M chael Cantor

W' ve actually seen this in our network over the |ast couple of
years. W're part of the BlueCross BlueShield Alternative

Quality Contract.

Jody Gttell

Got it.

M chael Cantor

So we have a conplex set of quality nmeasures and Ral ph's group
Is in this too, and we've seen significant inprovenent across
our network, as neasured by HEDS neasures that denonstrate
better cancer screening for exanple, better outcones in

processed neasures for patients with diabetes and high blood

146



pressure and heart disease. | think the answers have to be
diversity and choice. And so no one should be forced to give up
their private independent practice that they' ve worked 20 years
to build. What they should be given is what Howard just talked
about, which are the resources to nmake that just as efficient
and as effective as a group, as a physician's practicing in a
|l arge building with a lot of other physicians in the same room
In fact, if you look at the data that the Attorney General and
the Division put together for these hearings, what you see is
that sone of the larger, nore integrated groups in our state,
are actually the higher cost providers in our state and so |
think it raises questions about whether -- and there's no
correlation between size of group and quality and all the rest

of it. W've seen that fromthe sane data.

Jody Gttell

Ri ght.

M chael Cantor
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So I think it's really about -- goes back to this issue of
infrastructure and how do you know that you're getting really
val uabl e infrastructure. Ral ph' s point before, not just making
massive investnents for the sake of saying you have the

I nfrastructure in place.

Jody Gttell

Right, but who will give them the resources in that case, if

they're maintaining their autonom es?

M chael Cantor

Wll | think is where there has to be the transfer of resources

from places |ike insurance conpanies...

Jody Gttell

Got it.
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M chael Cantor

...Where it doesn't belong today, to the physician networks I|ike
NEQCA can be the convener, or there may be other structures and
other states that have done it very differently. For patients
in their nedical hone, they just have regional teans that work
wi th i ndependent practices. So | think, of course, a network is

a fantastic solution, but it's certainly not the only one.

Jody Gttell

Ri ght . Right, so if you transfer sone of those paynments or
share with the insurers, the large groups could do that as well,
so you still my have a relative disadvantage to being a snall

provi der group.

M chael Cantor

I think di sadvantages as we've heard by now.
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Jody Gttell

Yeah, it could be diseconomes of scale, of being too large as

wel |l . Yeah, good point. Ralph? Doctor de |la Torre?

Ral ph de |la Torre

Oh no, Ralph's fine. You know, conplete autonony is not
conducive to either high quality or low cost health care,
peri od. It's not conducive on the patient |evel. It's not
conduci ve on the physician level. And you know, | hate to tell
Anericans this, but the tinme of rugged individualismis out when
it cones to health care reform and we're going to have to give
up sone of our conplete and total autonomy. You know, when, as
a population or as a provider network, we say, you know, | want
to be able to go to any doctor at any tinme and do anything |
want and when you have a physician who says, | want to be able
to do anything | want, prescribe anything, send anybody
anywhere, those two paradigns are just not conducive to our
fiscal reality, and so I think that we need to cone to grips

with that and we need to nove on.
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Jody Gttell

And nmay not even be conducive to coordination. It's not clear.

Coordi nation. ..

Ral ph de |a Torre

Vell quality, let's think about quality, right? So quality, in
order to get any kind of -- nobst of us that have published
scientific articles, know that any kind of good nunber to get
any good specificity and sensitivity, you need a large n. You
need sone |large sanple, right? If everybody does everything
conpletely differently, you' re never going to get a |arge enough
sanple to make judgnments based on quality. You're not going to
get any kind of conparative effectiveness research to guide us
as a popul ati on. It's just going to be this quiet mar of data
that we can't wunderstand. So even at the nost fundanental
quality level, kind of having a reproducible way that we do
things is going to help guide us over tine to achieve the

hi ghest quality we can.
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Jody Gttell

Right, but Doctor Cantor's really speaking up in favor of
adopting protocols and standards across even highly independent

practitioners.

Ral ph de |a Torre

Oh, that's exactly what he said. Yeah, yeah. Absolutely. Yup.

Jody Gttell

Final question because this has been very -- | don't know if
this is an easy one or a tough one, but this notion | think I
also got it from several of the testinonies given today -- so
with paynent reform say we nobve to global bundled paynents.
How do we do that without replicating the inequities that occur
when we just make these paynents based on historical budgets and

what is the alternative?
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Ral ph de |a Torre

This is one of ny pet peeves and | think it's sonething that the
Attorney GCeneral's report brought out that hasn't really been
di scussed, at least that |'ve seen, at length, which is that

there are enornous inequities right now in health care delivery
that are socioecononically based. The poor people tend to get
|l ess health care. That's in our system now. Now, that is
actually nade even worse when you realize the way that insurance
products are priced. | rmean, everybody pays the sanme prem um
for the sane program but yet, one subpopul ation, especially if

it's a capitated product, where they have budgets behind the
scene that people don't realize are there, you know, one
subpopul ation actually has a |ower budget than the higher
popul ation and the population that has a |ower budget tends to
be the poorer, so you have this reverse robin hood phenonena
that's occurred, where you're actually subsidizing the care of

the rich from the poor, which makes no sense because of these
budgets that are built in behind the scenes. It's a tough
question though because in order to get physicians, providers,

and everybody to really take the first big step, which is
paynment reform you can't do it purely based on denographics.

There has to be sonme historical conponent to it.
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Jody Gttell

QG herwise, it's too nmuch of a shock. People can't adjust.

Ral ph de la Torre

Exactly. So I think that what we need is a way to begin, based

on historical performance, and nove to sonme kind of a weighted

denogr aphi cally based paynment nodality

treated nore fairly in the system

Jody Gttell

Ri ght, sone way of transitioning that.

Ral ph de |la Torre

Yeah.
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Jody Gttell

I"d like a cooment from anyone who wants to speak on this issue,

and then we do have to stop. W're at the end of our tine.

1>

Transparency of pricing.

Jody Gttell

El aborate just a touch.

1>

Make them public. Wiy is it a secret? | don't understand how a
mar ket can function when you don't know what people are getting

pai d.
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It's not pricing though. But see, therein lies a problem that
it's not pricing because in a large, you know, HMO that has
these capitated rates built in, different people are assigned
different budgets behind the scenes based on the historical
performance, so you have the pricing of the hospital, but it's
how the individual practitioner conceives health care that
drives the budget of their patient. So if what you're saying
is, transparency i.e. you have to tell patients if you take this
product, you will have a budget of X, but can you inagi ne what
that would do? You say to a patient, well you know, you're
paying the HVO Blue rate, whatever that is, nmake up a nunber, a
mllion dollars. So it's not relevant. And if you go to this
doctor, you know, your budget's going to be 1.2 million, and if
you go to this doctor, your budget's going to be 800, 000. Well

who the hell is going to go to the | ower one?

Jody Gttell

Yeah. O her thoughts?
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A2

| think that the reality is, and we've seen it from data from
| ast year's report and this year's too, is the significant
difference in price unit costs between provider networks in
hospitals in this state. W know that that's the truth. If you
don't remedy that disparity, we' ve already created a haves and a
have nots world. Being in the lower level, lower cost, or
hi gher quality lower cost, which is a really good thing, the
problemis it's harder for me to build the infrastructure that |
need when | don't have that margin to take from to hire the
people and to conpete with the other people who do to be able to
attract the best talents, to be able to get the best analysts,
and be able to get the best nurses and doctors that | need to
provide care for our patients. So | think that unless, if we
just say we're going to take whatever it is in 2011 and keep
that price structure in place, we're going to continue to
di sadvantage groups like ours unfairly, not based on quality,
but based on historical realities and negotiating power at the
bargaining table. That's not the way to decide how to allocate
health care resources. They should be allocated based on need
and conplexity and the opportunity to make a difference in
peoples' lives, and that's what has to be addressed. It really

makes nme angry that in one particular plan, the quality
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I ncentives are based on total nedical expense. So because |
have a | ower budget to begin with, ny opportunity for the sane
| evel of quality to get the incentive paynents that you were
tal king about before, is |ess because of that historical
accident of which network, which group | decided to belong to

ten years ago.

Jody Gttell

Ri ght. Right, so wusing this historical rates actually
reinforced this inability to invest to get out of that |ower
rate position. I nt eresting. Final commtnent? Actually, we'd

|i ke to hear from Comm ssi oner Leadhol mas wel .

| think the market is beginning to figure it out. Certainly
enpl oyers are figuring it out. My concern is that given the
financial constraints that nost states in the federal governnent
have today, that if left to the market only, it won't get there
qui ck enough, and will be relegated to sone type of solution in

the form of price controls or sone other fixed regulatory

158



environnent, which will discourage innovation and the type of
creativity that you ve heard about from people on the panel

t oday.

Jody Gttell

Right, so you're advocating a public sector solution of sone

kind to rectify the inequities.

To accelerate it.

Jody Gttell

To accel erate what wi |l happen anyway, but not fast enough.

Absol utely.
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Jody Gttell

K. Interesting. Comm ssioner Leadhol nf?

Bar bara Leadhol m

Unfortunately, nmy perspective's nostly on Medicaid and nore
people who are getting the subsidized, and | just think it's a
whol e different conversation, so I'mnot sure | can contribute a
lot to this, other than to say that the nodels have to really
| ook at not only historical utilization, but then put in sone
other Kkinds of indicators and it's not just acuity because
frankly, I would say that for some of the nore conplex fol ks who
are not necessarily using either their Mass Health or if they're
in a regular insurance plan, they're just nobre expensive
possi bly because they're not using care period. And so, you
know, | think we really have to put our heads together and say,
how would you really look at utilization, put in the analytics,
and then decide what kind of nodel really fairly thinks about
where you want to be in the future rather than just where we

were historically.
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Jody Gttell

Right. R ght, and that's a very data-intensive process. K, so
| thank you all so rmuch, and | hope we've together provided sone

useful input to the conm ssion. Thank you. (clapping)

Thank you panelists for your tinme, and thank you Jody for
noderating the panel. So | heard two quick thenes before we
break for | unch. The first being that conversations or
arrangenents to be decided between payers and providers are
needed for appropriate investnents and infrastructure, but there
should be also a recognition of comunity utilities, wsh to be
funded with public and private funds. And the second being that
we need better integration in behavioral health with other parts

of the delivery system and that's nost effectively encouraged

and devel oped through risk contracts. So we're naturally now
going to break for about a half-hour [Iunch. I  know | unch
started a little late, so the second session will probably pick
up around 1:20 or so. Doctor Paul G nsburg then will be
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providing his expert testinony on the role of governnent and

mar ket .

END OF AUDI O FI LE
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